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U.S.  ASSISTANCE  PROGRAMS  IN  ASIA 


WEDNESDAY,  MARCH  8,  1995 

House  of  Representatives, 
I  Committee  on  International  Relations, 

Subcommittee  on  Asia  and  the  Pacific, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
2200,  Raybum  House  Office  Building,  the  Hon.  Doug  Bereuter 
(chairman  of  the  subcommittee)  presiding. 

Mr.  Bereuter.  The  Subcommittee  on  Asia  and  Pacific  meets 
today  primarily  to  examine  the  administration's  fiscal  year  1996 
foreign  assistance  request  for  the  region.  Nevertheless,  mindful  of 
the  current  broader  debate  over  U.S.  foreign  policy  priorities  and 
their  administration,  today's  hearing  will  also  examine  these  more 
basic  questions. 

There  can  be  no  doubt  that  the  U.S.  foreign  assistance  program 
has  a  serious  public  relations  problem.  Recently,  75  percent  of  the 
Americans  polled  said  that  the  United  States  is  spending  too  much 
on  foreign  aid.  However,  those  same  Americans  estimate  the  Unit- 
ed States  spends  15  percent  of  its  Federal  budget  on  foreign  aid. 

In  reality,  approximately  1  percent  of  the  Federal  budget  is  de- 
voted to  this  purpose.  Put  another  way,  of  the  21  member  countries 
of  the  OACD's  development  assistance  committee,  in  1993  the 
United  States  passed  Ireland  to  gain  the  dubious  distinction  of  pro- 
viding the  least  amount  of  official  development  assistance  as  a  per- 
centage of  gross  national  product. 

Of  course,  it  has  long  been  appropriately  argued  that  the  United 
States  contributes  to  international  development  through  other 
means,  including  its  contributions  to  peace  and  stability  through 
its  global  military  presence,  favored  access  by  developing  countries 
to  the  world's  largest  and  most  open  market  and  the  U.S.  leader- 
ship in  expanding  global  trade  and  investment.  Therefore,  a  more 
important  question  is  not  how  much  we  are  spending  but  rather  for 
what  purpose  and  to  what  effect. 

Although  the  Agency  for  International  Development  (AID)  right- 
fully claims  dramatic  success  in  saving  lives  and  eliminating  hun- 
ger through  immunization  programs,  rehydration  therapy  or  basic 
agriculture  research,  several  credible  studies  also  revealed  that 
countries  receiving  aid  equal  to  15  percent  of  their  GDP,  other 
things  being  equal,  have  no  greater  improvement  in  basic  measures 
of  development  or  growth  than  countries  receiving  no  foreign  aid 
at  all. 

In  general,  the  countries  that  have  been  the  largest  aid  recipi- 
ents have  remained  the  most  dependent  on  external  aid.  That  is 
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somewhat  understandable;  but  in  Asia,  for  example,  some  aid  re- 
cipient countries  remain  at  the  same  low  level  income  that  they 
faced  at  the  end  of  World  War  II.  Others  have  made  dramatic  im- 
provements. 

Why  is  it  that  those  who  were  the  biggest  recipients  in  some 
cases  of  traditional  programmatic  development  assistance  still  re- 
main the  poorest? 

One  persuasive  conclusion  is  that  the  policies  pursued  by  individ- 
ual recipient  countries  are  far  more  important  than  the  amount  of 
aid  they  receive.  Nearly  everyone,  including  both  critics  and  pro- 
ponents of  U.S.  foreign  assistance,  recognizes  a  continuing  need  for 
some  type  of  assistance;  yet  the  U.S.  Congress,  if  by  any  indication, 
is  not  alone  in  its  attempts  to  cut  its  spending  on  foreign  aid.  Can- 
ada, long  one  of  the  most  |^enerous  industrialized  countries  in  for- 
eign aid  spending,  is  slashmg  its  spending  on  foreign  aid  over  the 
next  3  years  by  21  percent. 

Therefore,  in  this  budget  environment,  it  is  of  paramount  impor- 
tance, I  believe,  that  we  as  government  officials  here  in  the  Con- 
gn'ess  and  elsewhere  do  the  following: 

First,  we  must  ascertain  what  types  of  official  governmental  as- 
sistance work  and  what  does  not  and  carefully  scrutinize  each  and 
every  program  to  determine  what  actually  develops  the  human  re- 
sources to  enable  shared  prosperity  and  growth  in  the  world's  poor- 
est countries. 

Second,  we  have  a  responsibility  to  eliminate  those  types  of  as- 
sistance which  have  led  inevitably  to  the  cynicism  and  the  mis- 
understandings of  the  American  people.  These  unproven  foreign  as- 
sistance programs  only  endanger  the  most  basic  health,  education 
and  agriculture  research  programs  which  respond  to  the  basic 
needs  of  the  world's  most  deserving  people. 

Third,  we  must  reengineer  our  institutions  to  be  responsive  and 
supportive  of  the  programs  that  actually  work  and  to  take  a  leader- 
ship role  in  discarding  those  programs  which  do  not. 

Fourth  and  finally,  we  must  do  a  better  job  in  educating  the 
American  public  about  how  much  the  Federal  Government  actually 
does  spend  on  U.S.  development  assistance  and  for  what  purposes 
their  taxpayer  dollars  are  actually  spent. 

Today,  we  are  very  fortunate  to  have  the  Honorable  Margaret 
Carpenter,  Assistant  Administrator  for  Asia  and  the  Near  East  for 
the  U.S.  Agency  for  International  Development,  to  explain  the  ad- 
ministration's fiscal  year  1996  foreign  assistance  request  for  Asia 
and  the  Near  East. 

Ms.  Carpenter's  broad  experience  working  for  both  the  private 
sector,  nonprofits  like  the  Asia  Foundation,  and  in  many  different 
capacities  for  the  U.S.  Government  give  her  a  valuable  diverse  per- 
spective on  U.S.  foreign  assistance  efforts. 

Similarly,  our  second  panel  of  witnesses  from  the  nongovern- 
mental community  and  the  private  sector  should  help  us  critique 
and  evaluate  the  oroad  range  of  U.S.  foreign  assistance  programs, 
from  those  which  emphasize  basic  humanitarian  needs  to  those 
which  focus  on  U.S.  export  promotion. 

Mr.  Philip  Johnston,  president  and  chief  executive  officer  of 
CARE,  among  other  things,  is  the  first  president  of  CARE  to  have 
served  as  an  overseas   staff  officer,  including  an  assignment  in 


India  where  he  supervised  a  nationwide  school  nutrition  program 
to  reach  1.5  milHon  elementary  students  in  more  than  24,000 
schools. 

Mr.  Robert  Hemphill,  Jr.  is  the  vice  president  of  AES  Corpora- 
tion, a  $1.5  billion  electric  power  production  company  with  nine 
power  plants  in  operation  and  development  efforts  underway  in 
both  China  and  India.  Mr.  Hemphill  is  currently  president  of  AES's 
China  subsidiary  and  is  also  generally  responsible  for  the  manage- 
ment of  financing  activities  for  all  of  AES's  activities.  Today,  he  is 
testifying  on  behalf  of  AES  and  the  Enron  Corporation  which  just 
last  week  closed  an  investment  package  totaling  more  than  $1  bil- 
lion in  India. 

Mr.  Thomas  R.  Gretman,  director  of  governmental  relations  for 
World  Vision  provides  us  with  a  substantial  knowledge  and  three 
decades  of  experience  working  with  the  nongovernmental  organiza- 
tion community.  World  Vision  is  particularly  noted  for  its  outstand- 
ing efforts  in  Africa  but  is  also  very  active  in  Asia.  It  should  also 
be  noted  that  Mr.  Getman  formerly  worked  for  Senator  Mark  Hat- 
field prior  to  his  service  for  World  Vision. 

Before  we  begin  hearing  from  the  witnesses,  I  would  like  to  call 
upon  the  gentleman  from  California,  the  distinguished  ranking 
Democrat  of  the  Subcommittee  on  Asia  and  the  Pacific,  Mr.  Her- 
man, for  any  comments  he  might  like  to  make.  Mr.  Berman? 

Mr.  Berman.  Thank  you  very  much,  Mr.  Chairman,  and  thank 
you  for  having  this  hearing.  It  comes  at  an  important  time.  I  think 
this  might  be  an  appropriate  juncture  just  to  sort  of  recapitulate 
the  events  of  the  last  few  months.  We  have  had  the  chairman  of 
the  Senate  Foreign  Relations  Committee  announce  that  he  was 
going  to  seek  to  eliminate  foreign  assistance  as  well  as  consoli- 
date— well,  I  guess  if  you  eliminate  foreign  assistance  I  do  not 
know  why  you  have  to  consolidate  AID.  You  could  just  expand  it. 

We  have  had  the  chairman  of  the  Senate  Foreign  Appropriations 
Subcommittee  indicate  he  wants  to  end  foreign  assistance  to  most 
parts  of  the  world — all  of  Africa  and  other  places  as  well — and  only 
keep  a  few  small  core  elements  for  our  "allies"  and  basically  I  think 
what  this  really  is  is  the  critics  are  asking — generally,  the  critics 
of  foreign  assistance  are  asking  the  Congress  and  the  American 
public  to  swallow  what  I  think  of  as  a  simplistic  notion  that  there 
is  no  connection  between  enlightened  self-interest  abroad  and 
America's  material  well-being  and  security  at  home. 

At  any  rate,  we  are  told  its  long-time  recipients,  the  recipients 
of  foreign  assistance,  remain  mired  in  poverty  and  no  better  off  for 
their  relationship  with  donors. 

Nowhere  is  this  notion  more  patently  false  than  in  Asia.  It  is 
belied  by  the  experience  of  countries  such  as  South  Korea  which  in 
the  1990's  is  marking  its  final  passage  from  poverty  to  prosperity. 
Is  it  too  difficult  to  remember  that  in  1955  per  capita  income  in 
South  Korea  was  $200  and  that  the  country  was  utterly  dependent 
on  international  largess.  Today  its  per  capita  income  is  close  to 
$8,000.  South  Korea  is  an  important  trading  partner,  buying  $15 
billion  annually  in  U.S.  goods  and  services  in  recent  years,  and  it 
is  a  country  with  which  we  maintain  a  rough  balance  of  trade. 

More  importantly,  it  is  a  key  partner  in  our  efforts  to  promote 
East  Asian  security.  In  particular,  South  Korea's  participation  in 


the  nuclear  agreement  with  North  Korea  as  provider  of  both  finan- 
cial backing  and  sophisticated  technology  will  underpin  the  agree- 
ment's success. 

These  speak  volumes  for  the  utility  of  foreign  assistance  in  sup- 
porting our  interests  in  the  region  over  the  lon^  term. 

A  month  ago  Assistant  Secretary  Lord  outhned  the  current  ad- 
ministration's objectives  for  U.S.  engagement  in  Asia.  They  reflect 
both  continuity  and  new  opportunities,  and  I  can  think  of  few  addi- 
tions I  or  my  colleagues  could  make  to  improve  the  approach. 

Through  active  trade  promotion  we  will  ensure  that  America  will 
be  a  full  participant  in  Asia's  economic  growth.  We  will  maintain 
a  forward  military  presence  in  the  region  and  remain  engaged  dip- 
lomatically to  reduce  regional  tensions  and  ban  security  goals. 

Finally,  we  will  champion  human  rights  and  the  rule  of  law  with- 
out arrogance  or  apology.  These  are  multidimensional  issues  with 
implications  that  cut  across  the  boundary  supposedly  separating 
economics  and  national  security. 

However,  effective  foreign  assistance  requires  a  unified  approach. 
It  demands  that  we  ask  simple  questions  of  each  expenditure  of 
aid,  whether  applied  through  bilateral  or  multilateral  channels. 
Where  does  this  fit  into  our  priorities  for  the  region?  How  does  this 
enhance  America's  material  well  being?  Does  it  support  or  under- 
mine our  varied  national  security  goals?  And  more  fundamentally, 
will  it  work  on  its  own  merits?  I  think  these  are  the  criteria  to 
apply  to  assistance  programs  in  the  coming  months.  I  think  the 
critics  of  foreign  assistance  will  be  planning  their  own  criteria,  and 
I  look  forward  to  the  discussion  starting  on  the  subset  of  this  issue, 
and  that  is  the  foreign  assistance  in  Asia,  Thank  you,  Mr.  Chair- 
man. 

Mr.  Bereuter.  Thank  you  very  much,  Mr.  Berman,  for  your  re- 
marks. I  notice  that  the  examples  you  cited  were  from  the  other 
side  of  the  Hill,  and  I  know  all  of  us  are  committed  to  doing  the 
job  here  of  properly  examining  our  foreign  assistance  programs  and 
we  all  have  our  views  about  how  much  competence  exists  on  the 
other  side  of  the  hill. 

Mr,  Berman.  If  the  gentleman  would  just  yield  to  me  a  moment, 
I  do  not  want  to — some  of  us  are  thinking  much  more  positively 
about  the  other  side  of  the  Hill  these  days  than  we  used  to. 
[Laughter.l 

Mr.  Bereuter.  Only  in  weaker  moments,  perhaps.  Are  there 
other  members  who  would  like  to  be  recognized  for  a  statement? 
The  gentleman  from  Ohio,  Mr.  Brown, 

Mr.  Brown.  I  would  add,  Mr.  Chairman,  Mr.  Berman,  that  Bob 
Dole  looks  more  and  more  reasonable  as  a  public  official  these 
days. 

On  a  serious  note,  most  of  us  know  by  now  of  the  tragic  murder 
of  two  U.S.  diplomats  in  Pakistan  last  night.  I  only  wanted  to  say 
they  apparently  were  gunned  down  at  a  traffic  lignt  on  their  way 
to  work,  I  guess  this  morning  there,  I  just  wanted  to  say  this  com- 
mittee expresses  its  condolences  to  the  families  of  those,  two  dip- 
lomats that  obviously  were  innocent  and  were  probably  killed  by 
terrorists,  although  no  one  quite  knows, 

I  would  also  express  that  this  committee  would  encourage — and 
if  the  chairman  certainly  goes  along — to  encourage  the  Pakistani 


Grovemment  to  investigate  immediately  and  bring  to  justice  those 
people  that  committed  those  murders.  So  I  just,  again,  want  to  ex- 
press condolences  on  my  behalf  and  on  others  in  this  Congress  and 
just  turn  back  the  balance  of  my  time,  Mr.  Chairman. 

Mr.  Bereuter.  Mr.  Brown,  that  is  an  entirely  appropriate  ex- 
pression of  your  sentiments,  and  I  think  you  speak  for  the  entire 
subcommittee  and  committee  in  that  respect.  Mr.  Berman  and  I 
will,  perhaps,  want  to  take  some  initiatives  in  which  all  members 
can  join  us. 

Are  there  any  other  members  who  have  opening  statements?  All 
members'  statements  may  be  made  a  part  of  the  record. 

Assistant  Administrator  Carpenter,  your  written  testimony  will 
also  be  made  a  part  of  the  record,  as  it  will  for  all  witnesses  today. 
You  may  summarize  your  statements  or  proceed  in  any  fashion  you 
wish.  To  facilitate  a  mutually  beneficial  dialogue  among  us,  the 
Chair  would  ask  that  you  try  to  limit  your  opening  remarks  to  no 
more  than  10  minutes  so  that  we  can  have  a  full  engagement  of 
questions  and  answers.  Thank  you  very  much,  and  welcome  to  the 
subcommittee.  We  thank  you  for  your  testimony. 

STATEMENT  OF  HON.  MARGARET  CARPENTER,  ASSISTANT  AD- 
MINISTRATOR FOR  ASIA  AND  THE  NEAR  EAST,  U.S.  AGENCY 
FOR  INTERNATIONAL  DEVELOPMENT 

Ms.  Carpenter.  Mr.  Chairman,  members  of  the  committee, 
thank  you  very  much  for  the  opportunity  to  discuss  USAID's  pro- 
grams in  Asia.  Let  me  just  say,  before  summarizing  the  comments 
from  my  written  statement,  that  I  appreciate  the  committee's  over- 
all interest  in  foreign  assistance  and  in  our  programs  in  Asia,  and 
I  also  appreciate  your  expressions  of  concern  about  the  deaths  of 
the  two  consular  employees  in  Pakistan. 

I  am  accompanied  by  Timothy  Carney,  the  Deputy  Assistant  Sec- 
retary of  State  for  South  Asia,  who  may  want  to  comment  about 
that  situation  or  who  could  respond  to  your  questions  later  on. 

I  think  this  is,  indeed,  an  opportune  moment  to  be  looking  at  for- 
eign assistance  and  in  particular  our  programs  in  Asia.  It  is  very 
clear  that  U.S.  foreign  assistance  programs  are  in  our  national  in- 
terest. I  think  our  programs  in  Asia  are  a  very  good  example  of 
how  we  are  making  a  difference.  Those  successful  programs  are 
having  a  direct  impact  on  our  economic  situation  here  in  the  Unit- 
ed States. 

Indeed,  U.S.  forei^  assistance  programs  in  Asia  are  a  vital  tool 
for  promoting  American  interest  and  foreign  policy  concerns  in  the 
region.  American  leadership  through  foreign  assistance  is  helping 
to  create  the  markets  of  the  future  for  the  United  States,  to  pro- 
mote regional  security  and  to  address  pressing  global  concerns. 

Asia  presents  both  great  opportunity  for  the  United  States  as 
well  as  tremendous  development  challenges.  USAID's  programs  in 
Asia  are  contributing  to  the  opening  of  some  of  the  world's  fastest- 
growing  markets  for  U.S.  goods  and  services,  but  trade  opportuni- 
ties do  not  merely  materialize.  The  ground  must  be  prepared 
through  policy  and  regulatory  reforms,  and  the  elimination  of  legal 
barriers  to  trade. 

USAID's  activities  in  Asia  are  indeed  paving  the  way  for  greatly 
expanded  trade  and  investment  opportunities,  but  we  are  also  help- 


ing  Asian  countries  address  the  factors  that  underpin  long-term 
sustainable  development  and  that  will  help  them  remain  competi- 
tive trade  partners  and  responsible  global  citizens. 

These  include  effective  family  planning  and  health  systems,  envi- 
ronmental protection,  good  governance  and  strong  civic  societies. 
USAID  is  tne  only  U.S.  Government  agency  to  adoress  all  of  these 
factors  in  an  integrated  way.  USAID's  integrated  approach  is  par- 
ticularly important  as  our  resources  decline  relative  to  the  chal- 
lenges we  face  overseas. 

^ia  has  become  one  of  the  world's  most  dynamic  markets  for 
foreign  investment.  U.S.  exports  to  developing  Asia  increased  by  a 
remarkable  45  percent  between  1989  and  1993.  During  this  period 
exports  to  Indonesia  surged  from  $1.3  billion  to  $2.8  billion.  For 
Thailand,  exports  increased  from  $2.3  billion  to  $3.8  billion,  and  for 
the  Philippines,  they  rose  from  $2,2  billion  to  $3.5  billion. 

The  United  States  now  exports  more  to  South  Korea  in  just  1 
year  than  we  ever  gave  that  nation  in  assistance  during  the  1960's 
and  1970's. 

With  technical  assistance  from  USAID,  many  countries  in  the  re- 
gion are  opening  their  economies  to  private  and  foreign  investment. 
In  Asia,  new  infrastructure  projects  alone  are  projected  to  surpass 
$5  trillion  by  the  year  2003.  In  India,  reforms  supported  by  USAID 
are  creating  a  market  for  private  investment  in  power,  tele- 
communications and  transport  valued  at  between  $100  and  $200 
billion  in  the  next  5  years. 

USAID  assistance  paves  the  way  for  stronger  economic  relations 
with  the  nations  of  Asia  through  regulatory  reform,  lowering  bar- 
riers to  trade,  encouraging  transparency  in  markets  and  assisting 
nations  in  privatization,  decentralization  and  building  their  social 
capacities, 

Asia  boasts  a  number  of  impressive  economic  performers,  but  so- 
cial and  economic  development  in  the  region  remains  uneven,  and 
despite  recent  growth,  per  capita  income  remains  low  in  almost  all 
USAID-assisted  countries  in  the  region. 

Many  countries  in  Asia  still  have  a  way  to  go  before  they  can 
sustain  growth  rates  and  achieve  the  goal  of  all  of  USAID's  pro- 
grams— to  graduate  beyond  the  need  for  assistance. 

Some  of  the  hurdles  to  sustainable  growth  in  Asia  include  the  re- 
gion's exponential  population  growth,  persistent  poverty,  worsening 
environmental  conditions,  and  weak  social  infrastructure.  These 
problems,  which  threaten  to  undermine  both  economic  growth  and 
political  stability  in  the  region,  are  the  primary  targets  of  USAID 
assistance  in  Asia. 

Let  me  briefly  mention  some  of  these  challenges  in  Asia.  First, 
failure  to  consolidate  democratic  gains  in  the  region  could  jeopard- 
ize important  economic  and  social  gains,  USAID  is  addressing  this 
Eroblem  in  emerging  democracies  like  Nepal,  Bangladesh  and  Cam- 
odia. 

Second,  almost  all  of  USAID's  programs  in  Asia  address  rapid 
population  growth.  A  1994  Overseas  Development  Council  study 
identified  the  vicious  cycle  of  rapid  population  growth  and  institu- 
tional failure  as  a  root  cause  of  stalled  economic  development.  Good 
economic  policies  and  sound  family  planning  measures  are  indeed 
complementary.  ; 


Third,  the  generally  low  status  of  women  is  a  serious  brake  on 
development  in  Asia.  Improvements  in  women's  status,  including 
literacy,  are  widely  acknowledged  to  be  linked  to  parallel  improve- 
ments in  fertility  rates,  household  income  and  child  mortality — all 
integral  factors  in  supporting  sustained  economic  growth. 

Fourth,  major  health  threats  such  as  the  HIV/AIDS  pandemic 
also  threaten  to  undermine  economic  and  social  development  in 
Asia.  At  current  rates,  Asia  may  surpass  Africa  in  cumulative  num- 
ber of  infections  by  the  end  of  the  decade.  In  Thailand  alone,  the 
direct  and  indirect  costs  of  the  AIDS  epidemic  may  surpass  $8  bil- 
lion by  the  year  2000. 

Fifth,  Asia  is  experiencing  dramatically  increased  pressures  on 
its  natural  environment  as  a  result  of  population  pressures,  urban- 
ization and  economic  expansion.  Continued  economic  growth  de- 
mands more  efficient  and  sustainable  use  of  the  region's  increas- 
ingly scarce  resources. 

We  need  to  deal  with  all  these  problems  in  Asia;  otherwise,  we 
risk  seeing  a  reversal  in  what  has  been  very  encouraging  economic 
growth,  especially  in  the  last  few  years. 

USAID  programs  benefit  both  the  country  receiving  assistance 
and  the  United  States.  Let  me  take  four  examples.  In  India, 
USAID  is  promoting  more  efficient  and  environmentally  sound  en- 
ergy technologies.  As  a  result,  U.S.  power  companies  are  now  de- 
veloping privately  financed  projects  valued  at  some  $5.5  billion. 

USAID  has  helped  India  mobilize  private  capital  for  its  long-term 
development.  Ten  venture  capital  firms  have  been  established,  and 
U.S.  enterprises  have  been  linked  in  joint  ventures  with  Indian 
partners  through  USAID's  support. 

USAID  also  works  with  Indian  organizations  to  strengthen  over- 
sight of  securities  markets,  making  them  safer  and  more  attractive 
for  Indian  and  U.S.  investors. 

India's  rapid  population  growth  continues  to  undermine  its  eco- 
nomic and  social  progress.  After  years  of  looking  inward  in  their 
approach  to  family  planning,  India  has  recently  engaged  the  Unit- 
ed States  in  what  is  now  the  largest  family  planning  project 
USAID  has  ever  undertaken.  It  aims  to  reduce  family  size  in  North 
India  where  women  average  five  children  each,  by  increasing  con- 
traceptive use  and  decreasing  child  mortality. 

USAID's  relatively  new  program  in  Cambodia  also  demonstrates 
how  U.S.  assistance  programs  offer  vital  support  to  U.S.  foreign 
policy  goals.  USAID  assistance  has  been  crucial  to  Cambodia's 
transition  to  a  market  democracy  following  decades  of  war  and  dep- 
rivation. We  supported  the  repatriation  of  360,000  Cambodian  refu- 
gees from  the  Thai  border  and  helped  repair  rural  secondary  roads 
necessary  for  the  integration  of  rural  areas  into  the  national  econ- 
omy. USAID  also  supported  health,  community  development  and 
food  assistance  initiatives. 

Bangladesh  has  made  remarkable  progress  in  grappling  with 
rapid  population  growth  rates,  staggering  poverty  and  ever-growing 
demands  for  food.  Food  production  increased  because  of  USAID's 
support  for  fertilizer  marketing,  pricing  reforms,  new  agricultural 
technologies  and  other  factors. 

Once  considered  a  basket  case,  today  Bangladesh  is  self-sufficient 
in  rice  production.  With  USAID's  support  birth  rates  have  dropped 
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dramatically.  The  average  Bangladeshi  woman  will  now  have  27 
gn*eat-gprandchildren  instead  of  a  staggering  216. 

The  percentage  of  Bangladeshis  living  in  poverty  has  declined 
from  80  percent  to  40  percent  during  the  period  of  USAID  assist- 
ance. 

Indonesia  is  another  country  whose  development  prospects  were 
judged  by  experts  in  the  1960's  to  be  quite  poor,  yet  consistent  sup- 
port by  USAID  in  economic  reform,  education,  population  and 
nealth  nave  contributed  to  remarkable  progress. 

The  U.S.  Commerce  Department  has  designated  Indonesia  as  1 
of  the  10  big  emerging  markets  for  the  administration's  national 
export  strategy. 

USAID  will  continue  to  focus  on  opportunities  to  provide  assist- 
ance for  promoting  laws  and  policies  that  open  Indonesia's  economy 
and  promote  growth. 

In  support  of  U.S.  foreign  assistance  goals  in  Asia,  the  Presi- 
dent's budget  request  for  fiscal  year  1996  includes  $330.4  million 
in  development  assistance  funds,  $72.3  million  for  economic  sup- 
port funds,  and  $106.9  million  in  PL480  food  aid  for  the  region,  for 
a  total  of  $519.6  million.  Funding  below  these  levels  will  run  the 
risk  of  undermining  U.S.  leadership  in  the  region  and  damaging 
America's  national  interest. 

No  funding  is  requested  for  Thailand,  Pakistan  or  Afghanistan  in 
fiscal  year  1996.  Thailand  is  now  able  to  address  its  own  develop- 
ment needs.  The  U.S.  bilateral  mission  in  Bangkok  will  close  at  the 
end  of  this  fiscal  year,  although  a  couple  of  projects  will  continue 
for  a  year  or  two. 

In  Pakistan,  the  Pressler  Amendment  has  prohibited  new  fund- 
ing since  1990.  After  an  orderly  close-out  of  our  remaining  activi- 
ties in  that  country,  the  USAID  program  is  closing  in  June.  How- 
ever, to  implement  a  commitment  of  Vice  President  Gore  to  Paki- 
stfin's  Prime  Minister  Bhutto,  USAID  plans  to  use  the  waiver  au- 
thority in  section  550  of  the  1995  Foreign  Assistance  Appropria- 
tions Act  for  a  new  activity  in  Pakistan  that  will  help  nongovern- 
mental organizations  improve  services  in  maternal  health,  child 
survival,  girls'  education  and  family  planning.  No  USAID  staff 
presence  in  Pakistan  will  be  required  to  implement  or  monitor  this 
effort. 

USAID's  Afghanistan  cross-border  program  closed  at  the  end  of 
fiscal  year  1994  because  of  the  difficulty  of  delivering  and  monitor- 
ing assistance  to  a  worn-torn  country  with  no  effective  civil  admin- 
istration. 

As  conditions  worsened  in  Afghanistan  this  past  fall,  however, 
USAID's  Office  of  Forei^  Disaster  Assistance  provided  grants  to- 
taling just  over  $1  million  to  the  International  Committee  of  the 
Red  Cross  and  CARE  for  winter  emergency  assistance  to  displaced 
victims  of  the  Afj^han  conflict. 

USAID  is  particularly  concerned  about  the  impact  and  effective- 
ness of  our  programs  at  a  time  when  our  resources  are  shrinking 
dramatically  in  relation  to  the  development  challenges  we  face 
abroad. 

In  order  to  maintain  our  ability  to  address  priority  needs,  USAID 
has  streamlined  its  operations  and  reinvented  the  way  it  does  busi- 
ness. The  agency  is  closing  27  missions  worldwide  and  has  reduced 


staff  by  1200  people.  We  have  created  state-of-the-art  financial 
management  systems  and  cut  project  design  time  by  75  percent. 

In  closing,  I  would  like  to  underline  the  importance  of  USAID 
programs  in  promoting  U.S.  economic  and  other  foreign  policy  in- 
terests in  Asia.  USAID  is  not  just  promoting  U.S.  economic  security 
through  support  of  open  markets  in  Asia. 

Equally  important,  USAID  is  addressing  the  related  task  of  polit- 
ical and  especially  human  development  in  the  region.  As  is  being 
discussed  at  the  U.N.  Social  Summit  in  Copenhagen  this  week,  the 
future  of  the  globe  depends  on  an  effective  integrated  response  to 
the  problems  that  keep  all  peoples  from  realizing  their  potential. 

Throughout  Asia  we  are  seeing  the  results  of  USAID  assistance 
in  a  wide  range  of  areas.  The  increasing  success  of  Asian  countries 
in  mastering  their  own  development  challenges  will  make  them 
better  global  partners  and  bring  benefits  to  tne  United  States  far 
in  excess  of  USAID's  modest  investments  in  the  region.  Thank  you 
very  much.  I  would  be  happy  to  answer  your  questions. 

[The  prepared  statement  of  Ms.  Carpenter  appears  in  the  appen- 
dix.l 

Mr.  Bereuter.  Thank  you  very  much,  Administrator  Carpenter, 
for  your  statement.  As  usual,  we  have  many  conflicts;  and  within 
the  committee  today,  the  Subcommittee  on  Africa  and  the  Sub- 
committee on  International  Economic  Policy  and  Trade  are  holding, 
I  understand,  a  joint  hearing;  so  we  have  members  coming  in  and 
out  for  that  purpose. 

I  believe  it  will  be  possible  for  us  to  proceed  under  the  5-minute 
rule  and  perhaps  have  two  rounds  of  questions  for  each  member. 

I  would  like  to  begin  by  asking  you  if  you  could  respond  briefly 
to  a  question  that  is  fairly  complicated.  Could  you  summarize  in 
approximately  a  few  sentences  how  AID  is  attempting  to  adapt  to 
changing  priorities  related  to  nonproliferation  issues,  promotion  of 
democracy,  counternarcotics,  microenterprise  development.  You 
have  given  some  examples  in  a  country  specific  portion  of  your  tes- 
timony, but  is  there  an  overview  that  you  can  give  us  about  the 
strategy  that  the  agency  is  attempting  to  use? 

Ms.  Carpenter.  Yes.  I  think  we  have  worked  very  closely  with 
the  State  Department  to  make  sure  that  our  foreign  assistance  pro- 

frams  in  Asia  address  the  most  pressing  problems.  Clearly,  we 
ave  to  do  that  within  very  limited  resources,  and  in  some  coun- 
tries it  is  easier  to  deliver  assistance  than  it  is  in  others,  and  as 
a  result  we  have  narrowed  down  the  numbers  of  countries  that  we 
are  working  in  in  Asia, 

As  I  mentioned,  we  have  closed  our  program  in  Afghanistan;  we 
closed  our  program  in  the  South  Pacific;  Thailand  will  be  graduat- 
ing from  our  assistance,  and  Pakistan  is  closing  because  of  the 
Pressler  amendment. 

However,  in  the  countries  where  our  assistance  programs  re- 
main, we  are  addressing  what  we  think  are  the  key  challenges  to 
sustainable  development.  The  program  focuses  vary  from  country 
to  country,  depending  on  the  conditions.  We  are  attempting  to  pur- 
sue an  integrated  approach  to  development.  We  look  not  just  at 
economic  growth,  but  the  elements  of  economic  policy  reform  that 
are  necessary  to  continue  economic  growth,  and  at  the  underlying 
factors  that  contribute  to  growth  and  allow  a  country  to  develop  its 
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full  potential.  That  is  our  general  approach  across  the  region.  I 
think  Asia  is  an  area  where  there  has  been  really  dramatic  eco- 
nomic growth  in  some  countries,  but  there  are  still  a  lot  of  meas- 
ures that  need  to  be  taken  so  that  these  countries  can  sustain  their 
growth  and  open  their  markets  to  U.S.  products  and  services  as 
well  as  other  countries. 

Pockets  of  poverty  persist.  There  are  a  lot  of  factors  that  will 
limit  the  potential  of  these  countries  to  sustain  their  growth,  and 
again  that  depends  on  the  conditions  in  each  country.  In  Sri  Lanka, 
for  instance,  there  is  a  very  high  literacy  rate  and  a  very  good 
health  system;  we  do  not  need  to  address  family  planning,  but  in 
other  countries  like  Nepal  those  are  high  priority  areas. 

Mr.  Bereuter.  You  mentioned  that  Taiwan  is  one  of  our  assist- 
ance countries  that  is  about  to  graduate. 

Ms.  Carpenter.  Thailand. 

Mr.  Bereuter.  Thailand,  pardon  me,  and  Taiwan  and  South  Ko- 
rean already  have  at  an  earlier  stage.  What  would  you  expect  the 
prospects  are  for  additional  graduates  soon  and  what  would  they 
be? 

Ms.  Carpenter.  I  do  not  want  to  speculate  on  particular  coun- 
tries. We  will  be  reviewing  all  country  programs  within  the  con- 
straints of  our  budget  situation  and  our  effort  to  continue  focusing 
on  the  highest  priorities  across  the  board,  not  just  in  Asia. 

The  Agency,  as  you  know,  faces  serious  constraints.  We  think 
that  we  may  have  budget  cuts  of  up  to  40  percent,  so  that  will  force 
us  to  look  very,  very  seriously  at  the  focus  of  our  programs.  How- 
ever, in  every  country  program  we  are  constantly  looking  at  the 
prospects  for  moving  away  from  a  position  of  dependence  to  self- 
reliance.  We  are  doing  that  on  a  sector-by- sector  basis  in  each 
country.  As  soon  as  we  finish  this  review,  we  will  consult  with  Con- 
gress on  any  further  missions  that  we  might  propose  to  close.  I 
think  it  is  inevitable  that  there  will  be  further  mission  closings,  but 
I  do  not  want  to  speculate  on  particular  countries  at  this  time. 

Mr.  Bereuter.  Well,  I  hope  most  of  them  will  be  because  they 
are  graduating.  Coming  down  to  specific  programs  now,  I  would 
ask,  just  to  crowd  in  one  more  question  quick — I  see  my  light  has 
gone  on — if  you  are  working  at  all  with  governments  in  the  region 
to  encourage  them  to  establish  compulsory  education. 

Ms.  Carpenter.  We  are  focusing  on  basic  education  in  a  few 
countries  where  literacy  is  a  major  problem.  I  think  many  of  these 
countries  just  do  not  have  the  means  to  enforce  compulsory  edu- 
cation at  this  time,  but  we  hope  that  through  further  economic 
growth  and  gradual  improvements  in  the  education  system  that 
they  will  be  able  to  address  this  need.  Education  is  clearly  a  very 
important  aspect  of  development.  When  we  look  at  the  most  suc- 
cessful countries  in  Asia,  they  have  relatively  strong  education  sys- 
tems. But  compulsory  education  is  fairly  rare  in  Asia. 

Mr.  Bereuter.  I  will  come  back  to  the  subject  of  basic  education 
in  a  minute.  I  turn  now  to  the  gentleman  from  California  for  ques- 
tions. 

Mr.  Berman.  Thank  you,  Mr.  Chairman.  If  it  is  possible,  I  would 
like  to  include  a  record  of  the  hearing  an  article  that  recently  was 
published  in  the  Los  Angeles  Times. 

Mr.  Bereuter.  Without  objection. 


11 

[The  article  appears  in  the  appendix,] 

Mr.  Berman.  It  is  entitled  "USAID  Helps  Turn  the  Killing 
Fields".  It  is  written  by  a  fellow  named  Casee  Neow  who  is  a  native 
Cambodian,  who  taught  English  in  Phnom  Penh  until  the  1975 
Khmer  Rouge  takeover  when  he  was  arrested  and  tortured.  He  es- 
caped to  the  United  States  and  he  is  now  the  executive  director  of 
the  Cambodian  Institute  of  Human  Rights  in  Phnom  Penh,  and  in 
the  course  of  it  he  talks  about  the  impact  of  USAID.  He  talks  about 
one  particular  area  close  to  the  border,  near  the  Thai  border  in 
Cambodia — ^Thmar  Phwok  was  one  of  the  areas,  he  writes,  along 
the  border  to  which  USAID  money  was  channeled  through  local 
nongovernmental  agencies  from  1989  to  1993  for  rural  development 
projects  such  as  demining  abandoned  roads  and  rice  fields,  provid- 
ing vaccinations  to  children  and  preventative  care  to  villages  who 
had  been  without  medical  care  for  20  years,  providing  care  to  farm 
animals,  promoting  access  to  school  and  vocational  training  for 
women  and  girls,  building  tertiary  roads  linking  remote  villages 
and  drilling  wells  to  provide  clean,  potable  water  to  villagers  for 
the  first  time  in  their  lives. 

He  goes  on  and  talks  about  the  AID  funding  for  democracy  as- 
sistance in  the  context  of  the  vote  that  they  had  there  a  year  ago — 
nearly  2  years  ago  now — and  then  he  concludes,  "Very  soon  Con- 
gress will  decide  whether  to  give  more  AID  money  to  Cambodia.  At 
a  time  when  the  United  States  is  properly  striving  to  cut  needless 
expenses,  a  vote  supporting  this  aid  is  frugal  in  the  best  sense. 
After  investing  so  much  to  begin  a  democratic  process,  to  throw  it 
all  away  by  slashing  funding  now,  will  be  the  purest  wasteful  ex- 
travagance. If  autocracy,  corruption  and  war  would  soon  reclaim 
Cambodia,  there  is  nothing  to  prevent  the  Khmer  Rouge  from  re- 
turning to  power,  and  in  the  end  America  could  end  up  spending 
more  for  the  wrong  things." 

I  will  leave  this  article  with  the  staff.  I  was  wondering,  Ms.  Car- 
penter, if  you  could  put  a  little  flesh  on  the  bones,  take  a  couple 
of  examples.  Let  us  just  throw  about  a  couple — ^your  family  plan- 
ning work  in  northern  India,  your  democratization  work  in  some  of 
these  Southeast  Asian  countries,  what  is  AID  money  actually  going 
for?  What  does  this  mean?  I  read  your  testimony  and  I  hear  the 
conclusions,  but  give  us  some  examples  of  the  kinds  of  things  that 
AID  development  assistance  money  to  these  areas  of  Southeast 
Asia  and  South  Asia  go  to. 

Ms.  Carpenter.  I  would  be  happy  to.  Let  me  take  the  two  exam- 
ples. First,  Cambodia  is  a  program  that  is  very  important  in  our 
Asia  portfolio  and  something  that  I  care  about  a  great  deal  person- 
ally. 

I  have  worked  with  Cambodia  since  1979  in  a  number  of  capac- 
ities, and  I  was  in  Cambodia  this  past  October.  I  think  our  pro- 
gram has  achieved  remarkable  results  in  a  very  short  period  of 
time.  The  Paris  Peace  accords  in  1991  allowed  international  donors 
to  go  into  Cambodia  and  begin  to  help  that  country  rebuild  and  to 
get  prepared  for  the  country's  first  free  and  fair  elections.  USAID 
was  one  of  the  first  donors  to  move  in.  We  were  active  in  a  number 
of  areas,  not  just  the  repatriation  of  refugees,  but  we  did  things 
like  paving  rural  roads,  which  allowed  the  refugees  to  come  in  and 
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allowed  certain  areas  of  the  country  that  had  been  totally  isolated 
to  be  connected  to  markets  and  other  services. 

USAID  provided  essential  health  care  and  other  services  for  peo- 
ple returning  and  those  in  the  poor  rural  areas  of  Cambodia.  We 
provided  assistance  for  the  preparation  of  the  elections. 

Mr.  Berman.  What  does  that  mean?  What  did  you  do? 

Ms.  Carpenter.  We  funded  groups  that  were  involved  with  the 
U.N.  effort  to  educate  the  public  about  elections.  There  is  a  very 
high  rate  of  illiteracy  in  Cambodia.  Special  materials  had  to  be  de- 
veloped to  reach  this  population.  Cambodians  had  never  partici- 
pated in  an  election  on  a  broad  basis  before,  and  their  notion  of  de- 
mocracy, since  they  had  never  experienced  it,  was  very  limited;  so 
there  was  a  very  broad  civic  education  campaign  going  out  into  the 
countryside,  setting  up  programs  to  educate  people  about  the  demo- 
cratic process. 

After  the  election  USAID  helped  establish  the  new  national  as- 
sembly. We  have  provided  assistance  to  the  national  assembly  to 
create  committees,  to  provide  basic  documents.  There  were  vir- 
tually no  books  left  in  Cambodia  after  the  Khmer  Rouge  period,  so 
they  really  are  starting  from  scratch  in  every  area.  We  are  working 
in  the  legal  system.  There  were  virtually  no  trained  lawyers  or 
judges  left  in  the  country  after  the  Khmer  Rouge  period,  so  we 
have  started  a  program  that  provides  short-term  training  in  certain 
aspects  of  the  law  that  are  particularly  important  for  commercial 
purposes.  This  is  sort  of  a  certificate  program  until  there  are  actu- 
ally lawyers  coming  through  the  regular  training  system. 

We  have  a  program  right  now  to  train  defenders.  They  are  really 
the  only  trained  people  working  in  the  Cambodian  courts.  They 
have  had  a  remarkable  impact  on  the  court  system  and  the  protec- 
tion of  human  rights  in  a  very  short  period  of  time. 

We  are  working  in  a  number  of  other  areas  through  NGO's  in 
particular,  in  health  and  population  and  the  environment.  We  hope 
to  be  active  in  a  basic  education  program  that  will  train  primary 
school  teachers  in  Cambodia  who  themselves  have  very  little  edu- 
cation. 

All  of  these  things  are  part  of  an  integrated  approach  in  Cam- 
bodia because  the  needs  are  so  overwhelming  in  that  country. 

The  contrast  is  India,  which  is  a  long-standing  democracy.  India 
has  seen  remarkable  economic  growth  m  the  last  few  years,  but  it 
still  faces  daunting  development  problems.  The  Uniteu  States  is  a 
very  small  donor  compared  to  the  overall  donor  assistance  effort, 
and  so  we  have  chosen  to  target  our  assistance  in  certain  areas  like 
the  family  planning  program  in  the  north  of  India,  as  a  model  that 
can  be  replicated  in  other  states  in  India.  In  that  case  we  are  pro- 
viding technical  assistance  on  how  to  create  a  coalition  of  non- 
governmental organizations.  Past  family  planning  programs  in 
India  that  have  been  managed  through  the  government  have  not 
been  terribly  successful.  This  is  a  way  to  create  a  new  means  of  de- 
livery of  services,  and  we  think  that  this  will  have  a  much  greater 
impact  on  fertility  and  infant  mortality,  all  the  factors  that  are  im- 
portant in  economic  growth  in  an  area  of  India  which  is  probably 
the  poorest. 

So  it  really  depends  on  the  conditions  in  the  country.  We  are  in- 
creasingly providing  technical  assistance  rather  than  service  deliv- 
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ery,  first  of  all,  because  we  do  not  have  the  funds  to  provide  the 
delivery  ourselves  and  because  we  feel  that  it  is  very  important  to 
develop  the  capacity  locally  to  plan  and  implement  social  programs, 
for  instance.  So  we  are  trying  to  help  these  countries  develop  their 
own  systems  that  meet  their  needs. 

Mr.  Bereuter.  That  was  a  good  question  and  a  good  response  to 
get  us  beyond  the  level  of  generalities.  The  gentleman  from  Ohio, 
Mr.  Brown,  is  recognized  for  5  minutes. 

Mr.  Brown.  Thank  you,  Mr,  Chairman.  Recently,  Ms.  Carpenter, 
Secretary  Brown  came  to  talk  to  us  in  the  India  caucus  about  his 
trip  to  India  and  the  optimism  that  he  showed  about  potential  de- 
velopment, and  the  exporting  there  was  exceptional. 

Is  there  a  direct  linkage  between  foreign  assistance  and  in- 
creased U.S.  exports?  And  more  precisely,  what  should  AID  do  and 
what  should  our  government  do  in  terms  of  assistance  that  would 
be  most  beneficial  to  U.S.  exports  and  U.S.  exporters  to  India? 

Ms.  Carpeistter.  Thank  you.  That  is  a  great  question.  I  think  the 
answer  is  very  compelling.  There  is  a  direct  link  in  the  case  of 
India.  In  addition  to  focusing  on  such  social  issues  as  family  plan- 
ning and  HIV/AIDS,  we  are  also  looking  at  India's  economic  reform 
program.  Fortunately,  in  the  last  few  years  the  government  has 
been  much  more  receptive  to  our  assistance  in  the  area  of  economic 
reform,  and  we  have  been  very  active  in  helping  strengthen  India's 
financial  markets  as  a  way  of  making  sure  that  they  are  more  open 
to  foreign  investment. 

We  have  also  been  very  active  in  working  with  India  in  certain 
sectors  such  as  the  energy  sector  in  increasing  the  possibilities  for 
private  sector  investment.  It  is  very  clear  that  in  India  there  just 
is  not  enough  funding  through  the  government  available  to  address 
infrastructure  and  other  development  needs.  The  Indians  have 
been  open  to  the  idea  of  private  investment,  and  U.S.  investment 
in  particular,  in  the  energy  sector.  So  we  have  helped  them  develop 
a  capacity  to  process  and  evaluate  proposals  for  private  sector  in- 
vestment in  the  energy  area,  and  that  has  led  directly  to  a  very 
large  number  of  U.S.  projects.  There  has  been  quite  an  opening 
here,  and  we  think  that  the  potential  is  enormous.  India's  infra- 
structure needs  are  just  overwhelming,  and  even  though  USAID 
will  not  necessarily  be  involved  in  all  these  sectors,  the  government 
has  seen  the  benefit  in  particular  sectors  of  opening  up  to  private 
investment,  and  this  will  mushroom. 

Mr.  Brown.  Moving  a  bit  east  on  the  subcontinent,  I  appreciate 
your  comments  in  your  opening  statement  about  Bangladesh  and 
now  it  has  come  so  far  in  a  relatively  short  period  of  time. 

I  have  had  some  inquiries  from  some  businesses  in  my  district 
about  potential  business  development  in  Bangladesh.  It  is  a  very 
new  thing  among  American  business,  certainly,  and  not  particu- 
larly widespread. 

What  is  the  U.S.  national  interest  in  Bangladesh?  What  do  you 
see  in  the  next  5  years  with  business  development  there,  what  do 
you  see  our  role  in  Bangladesh  should  be  in  the  next  5  years  spe- 
cifically with  regard  to  trade? 

Ms.  Carpenter.  I  think  there  is  some  potential  for  increased 
U.S.  investment  in  trade  with  Bangladesh.  Unfortunately,  there 
are  still  a  number  of  barriers  to  foreign  investment  and  trade,  and 
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we  are  working  with  the  Bangladeshi  Government  to  try  to  reduce 
or  eliminate  those  barriers. 

At  the  moment,  U.S.  investment  is  fairly  limited,  but  I  think  the 
Bangladeshis  have  begun  to  realize  in  the  last  few  years  that  their 
future  will  depend  on  outside  sources  of  capital.  Having  come  to 
that  realization,  I  think  they  now  want  to  do  something  about  it. 
The  will  is  there  and  we  hope  that  they  will  move  forward  very 
quickly.  Overall  our  interest  is  in  trying  to  help  Bangladesh  master 
the  sort  of  global  challenges  that  have  kept  that  country  from  de- 
veloping as  quickly  as  it  might  have,  given  its  overwhelming  popu- 
lation problem  and  environmental  degradation.  It  has  suffered 
many  natural  disasters.  We  have  worked  very  closely  with  the 
Bangladeshi  Government  to  try  to  build  its  capacity  to  deal  with 
its  chronic  flooding,  for  instance.  It  is  not  just  an  occasional  flood, 
but  it  is  an  annual  problem.  They  have  increased  their  capacity  to 
manage  flooding,  and  this  has  resulted  in  a  situation  where  the  de- 
mand for  outside  assistance  in  disasters  will  be  minimized.  We 
have  found  that  preventive  action  is  more  cost  effective  than  com- 
ing in  with  disaster  or  humanitarian  relief  after  the  fact.  It  is  clear 
that  if  Bangladesh  does  not  address  problems  such  as  its  popu- 
lation growth  rate  and  environmental  degradation,  its  prospects  for 
economic  growth  will  be  very  limited,  and  that  in  turn  will  limit 
its  interest  to  outside  investors. 

So  we  see  our  activities  there  as  being  part  of  an  integrated  ap- 
proach that  will  give  Bangladesh  the  chance  to  be  more  competitive 
on  the  world  market,  to  be  more  involved  in  international  trade. 

Mr.  BROvm.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Bereuter.  You  are  welcome.  The  gentleman  from  California, 
Mr,  Rohrabacher,  is  recognized  for  5  minutes. 

Mr.  Rohrabacher.  What  is  the  population  of  Bang-ladesh? 

Ms.  Carpenter.  It  is  about  120  million,  and  it  is  projected  to 
double  in,  I  believe,  28  years  at  current  rates.  Let  me  say  that,  in 
fact,  Bangladesh  has  made  great  strides  in  population  activities, 
but  the  average  number  of  children  is  still  very  high.  Because  of 
the  large  existing  population,  the  growth  rate  will  not  stabilize  for 
something  like  75  or  80  years. 

Mr.  Rohrabacher.  What  is  our  total  aid  program  to  India? 

Ms.  CARPE^^^ER.  We  are  requesting  approximately  $70  million  in 
development  assistance  for  fiscal  year  1996  and  about  $86  million 
in  food  aid  for  a  total  of  $156  million. 

Mr.  Rohrabacher.  Which  one  is  the  birth  control/family  plan- 
ning? 

Ms.  Carpenter.  That  comes  out  of  development  assistance;  how- 
ever  

Mr.  Rohrabacher.  How  much  money  is  that? 

Ms.  Carpenter.  I  do  not  have  those  figures.  I  can  get  them  for 
you. 

[The  information  follows:] 

FAMILY  PLANNING  FOR  INDIA 
USAID  expects  to  provide  $42,136,000  in  population  funds  to  India  in. FY  1996. 
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Mr.  ROHRABACHER,  So  we  are  spending  hundreds  of  millions  of 
dollars  at  least  in  some  form  of  aid  to  India  or  not.  I  was  wonder- 
ing what  their  nuclear  budget  for  developing  nuclear  weapons  is. 

Ms,  Carpenter.  I  am  sorry,  I  do  not  have  that  information.  Do 
you  care  to  comment  on  that? 

Mr.  Carney.  I  do  not  believe,  sir,  that  anyone  has  an  accurate 
figure  on  what  India  might  be  spending  on  that. 

Mr.  Rohrabacher.  I  think  we  would  be  feeling  kind  of  foolish  if 
the  amount  of  money  that  we  give  India  somewhat  equals  the 
amount  of  money  they  are  spending  developing  nuclear  weapons.  I 
would  certainly  like  to  see  that  figure. 

In  Cambodia,  the  country  which  I  spent  considerable  time  and  ef- 
fort in  trying  to  help,  our  aid  is,  what,  $35  million? 

Ms.  Carpenter.  We  are  requesting  $39.5  million  for  1996. 

Mr.  Rohrabacher.  I  am  disturbed  when  I  read  that  they  are 
spending  $30  million  on  tanks — to  buy  tanks — and  tanks  are  not 
what  they  need  to  fight  the  Khmer  Rouge.  The  tanks  are  a  way  of 
exercising  military  authority  within  their  own  country.  I  do  not  be- 
lieve that  Cambodia  needs  $35  million  in  aid  from  the  United 
States  if  it  is  going  to  spend  $30  million  on  tanks. 

One  thing  Cambodia  does  need,  perhaps,  is  most  favorite  nation 
status,  which  would  then,  perhaps,  alleviate  a  need  for  more  aid  if 
thev  were  perhaps  able  to  make  more  money  themselves  to  trade, 
and  I  will  say  that  today  I  am  working  very  hard  to  see  that  most 
favorite  nation  status  is  given  to  Cambodia,  and  I  would  hope  the 
administration  is  going  to  be  working  with  me  on  that  project. 

Do  we  have  any  aid  programs  to  Cnina? 

Ms.  Carpenter.  We  do  not  currently  have  any  USAID-funded  ac- 
tivities in  China;  however,  some  AID  funding  may  be  provided  to 
the  State  Department  and  then  to  nongovernmental  organizations 
for  activities  in  1996. 

Excuse  me.  Could  I  comment  on  your  previous  comments? 

Mr.  Rohrabacher.  Certainly. 

Ms.  Carpenter.  I  believe  it  is  the  administration's  position  that 
we  should  seek  MFN  status  for  Cambodia.  In  terms  of  the  question 
of  aid  versus  tanks,  I  think  first  of  all  Cambodia  is  still  very  con- 
cerned about  the  Khmer  Rouge.  This  is  an  enormous  threat  to  the 
security  and  the  development  of  Cambodia  and  the  security  of  that 
region.  The  assistance  that  USAID  provides  is  provided  to  the  peo- 
ple of  Cambodia.  There  is  nothing  that  goes  directly  to  the  govern- 
ment itself.  I  believe  that  our  Ambassador  works  very  hard  with 
the  Cambodians  to  try  to  get  them  to  address  all  of  their  competing 
priorities. 

Mr,  Rohrabacher.  The  Ambassador,  Mr.  Twining,  has  my  deep 
respect.  I  hope  that  he  is  telling  them  that  spending  money  on 
weapons  that  are  not  directly  involved  with  the  fight  against  the 
Khmer  Rouge,  which  armored  vehicles  are  no  way  to  fight  a  guer- 
rilla war,  I  will  tell  you  that  much;  that  building  up  of  weapons  at 
all  for  these  countries,  I  think,  is  very  questionable. 

Any  country  that  receives  aid  from  the  United  States,  that  turns 
around  and  buys  weapons  with  other  funds,  is  basically  thumbing 
their  nose  in  the  face  of  the  United  States,  and  that  includes  India 
and  that  includes  any  other  recipient  of  American  aid,  and  we  have 
got  to  send  that  message 
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Mr.  Herman.  Would  the  gentleman  yield? 

Mr.  RoHRABACHER.  I  Certainly  will. 

Mr.  Herman.  Does  it  include  Israel  and  Egypt? 

Mr.  ROHRABACHER.  Yes,  I  think  it  does. 

Mr.  Herman.  In  other  words,  to  the  extent  that  Israel  receives 
aid  they  should  quit  spending  any  money  on  their  military  secu- 
rity? 

Mr.  Rohrabacher.  I  think  it  is  about  time  that  Israel  starts 
spending  its  own  money  on  its  military  security  and  we  can  be  re- 
ducing our  aid  to  Egypt  and  Israel,  that  is  absolutely  correct. 

We  are  going  through  a  period  of  time  right  now  where  we  are 
struggling  to  make  cuts  in  our  domestic  budget.  I  cannot  speak  for 
my  other  colleagues,  but  I  feel  a  little  bit  guilty  about  trying  to 
take  people,  even  throughout  the  United  States,  for  example,  in  en- 
ergy-related programs  which  is  the  area  which  I  am  focusing  on, 
which  I  have  authority  on  in  my  subcommittee,  who  depend  on 
these  grants  from  our  government  for  energy  research  projects. 
That  is  how  they  pay  their  mortgages,  that  is  now  they  clotne  their 
families  and  provide  food  for  their  families  and  education  for  their 
families.  We  are  cutting  them  off  and  setting  them  adrift  at  a  time 
when  we  are  sending  aid  to  other  countries  who  then  turn  around 
and  buy  weapons, 

Mr.  Herman.  Could  the  gentleman  yield  further  just  for  a  ques- 
tion? 

Mr.  Rohrabacher.  Yes. 

Mr.  Herman.  Is  the  gentleman  just  establishing  the  general 
proposition  that  to  the  extent  that  a  government  spends  any  money 
at  all  on  national  defense,  weapons,  procurement,  any  of  this,  they 
should  be  ineligible  to  receive  U.S.  bilateral  or  multilateral  assist- 
ance which  the  U.S.  participates  in? 

Mr.  Rohrabacher.  Well,  let  me  limit  it,  then,  to  this.  Any  coun- 
try that  spends  money  on  a  nuclear  weapons  program  should  not 
be  a  recipient  of  U.S.  aid.  I  do  not  care  what  country  it  is.  We  are 
not  in  the  business  of  providing  other  countries  money  so  that  it 
can  spend  their  own  money  on  nuclear  weapons,  and  if  the  Chair 
would  indulge  me  just  two  more  minutes  to  ask  about  a  totally  dif- 
ferent area  and  it  will  not  be  mouthing  off  like  I  have  been. 

Mr.  Hereuter.  We  are  going  to  do  a  second  round.  Would  the 
gentleman  be  able  to  wait? 

Mr.  Rohrabacher.  Yes. 

Mr.  Hereuter.  Thank  you.  I  will  begin  the  second  round  by  ask- 
ing Mr.  Kim,  would  you  like  to  take  your  5  minutes  now? 

Mr.  Kim.  I  would  like  to  apologize.  I  was  late  this  morning. 

Mr.  Hereuter.  Would  you  like  to  take  5  minutes  for  questions 
now,  or  I  will  come  back  to  you. 

Mr.  Kim.  I  would  like  to  later. 

Mr.  Hereuter.  All  right.  Ms.  Carpenter,  I  would  appreciate  it  if 
you  could  give  me  some  material  in  writing  about  the  amount  we 
are  spending  on  basic  education  in  the  region  as  compared  to  a  few 
years  a^o,  country  by  country. 

[The  information  follows:] 
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BASIC  EDUCATION  PROGRAMS 


Attached  are  two  tables  which  provide  levels  of  funding  for  basic 
education  from  the  Development  Assistance  (DA) ,  Economic  Support 
Funds  (ESF) ,  and  Multilateral  Assistance  Initiative  Funds  (MAI) 
accounts  for  Asian  countries,  under  bilateral  funding  agreements 
between  fiscal  years  1989  and  1995.   As  indicated  in  the  tables, 
funding  for  basic  education  dropped  precipitously  after  1991. 
Since  then  basic  education  funding  continued  to  decline,  reaching 
a  low  point  in  FY  1994  at  $5.75  million.   Basic  education  funding 
in  FY  1995  will  increase  to  at  least  $8.4  million. 

The  substantial  drop  in  basic  education  funding  after  1991  was 
largely  a  result  of  the  termination  of  funding  for  Pakistan  under 
the  Pressler  Amendment.   Overall  basic  education  funding  levels 
have  dropped  substantially  since  FY  1989,  reflecting  declines  in 
allocations  to  Pakistan  and  Afghanistan  —  programs  closing  in  FY 
1994  and  FY  1995  respectively.   Allocations  to  the  Philippines 
have  also  declined. 

During  this  same  period,  we  have,  however,  increased  dollar 
funding  to  some  countries  for  basic  education.   These  include: 
Indonesia,  through  FY  1993;  Nepal  and  Cambodia.   In  addition,  we 
plan  to  provide  $2,520  million  to  Pakistan  in  FY  1995,  under  an 
exemption  to  the  Pressler  Amendment  (Section  550  of  the  Foreign 
Assistance  Appropriations  Act  of  1995)  for  funding  activities  of 
non-governmental  organizations  to  work  in  basic  education. 

If  funds  become  available,  we  may  fund  additional  basic 
educational  activities  in  India,  Nepal  and  Cambodia. 

In  a  few  cases,  basic  education  activities  are  not  reflected  in 
the  attached  table,  for  example,  in  the  case  of  Bangladesh  where 
a  family  planning  program  grant  to  an  NGO  includes  modest  funding 
for  a  basic  education  component  for  women. 

In  addition  to  dollar  funding,  local  currency  generated  from 
PL480  sales,  and  jointly  programmed  by  USAID  and  the  recipient 
country,  has  been  a  source  of  support  for  basic  education 
activities  in  the  Asia  region.   For  example,  in  Bangladesh,  the 
Government  has  funded  one  third  of  its  primary  education  budget 
in  this  manner.   Cutbacks  in  the  PL480  program  are  likely  to  have 
a  substantial  impact  on  basic  education.   Also,  some  additional 
assistance  for  basic  education  has  been  provided  under  centrally 
funded,  field  support  activities  for  which  we  do  not  have  country 
level  figures  for  past  years. 


USAID  FUNDING  FOR  BASIC  EDUCATION,  ALL  ASIAN  COUNTRIES 

FY  1989-1995 

($  000) 


OF  WHICH: 

FY 

TOTAL 
FUNDING 

DA 

ESF 

MAI 

1989 

59,756 

22,151 

37,605 

0 

1990 

38,432 

22,305 

16,127 

0 

1991 

42,491 

5,551 

35,240 

1,700 

1992 

11,501 

6,025 

5,476 

0 

1993 

12,495 

9,030 

3,465 

0 

1994 

5,751 

5,551 

200 

0 

1995 

8,375 

5,866 

2,509 

0 

(Projected) 
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Ms.  Carpenter,  Yes.  Actually,  I  have  been  corrected.  Quite  a  few 
countries  in  Asia  do,  in  fact,  have  laws  on  compulsory  education. 
The  question  is,  can  they  enforce  them?  The  problems  they  face  in- 
clude things  like  not  enough  resources  to  build  schools,  cultural 
barriers  to  the  participation  and  education  of  girls—— 

Mr.  Bereuter,  My  question  was  are  you  providing  any  assist- 
ance to  them  in  initiating  such  efforts,  I  guess  I  should  amend  it 
by  saying  or  implementing  such  efforts,  and  I  guess  the  answer  is 
no. 

Ms.  Carpenter.  We  have  basic  education  programs  going  on  in 
Nepal,  Cambodia,  the  Philippines,  and  Bangladesh,  and  we  would 
be  happy  to  give  you  more  details. 

[The  information  follows:] 
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Margaret  Carpenter 
March  8,  1995 


BASIC  EDUCATION  PROGRAMS  IN  NEPAL,  CAMBODIA, 
THE  PHILIPPINES  AND  BANGLADESH 


BANGLADESH 

The  major  donors  to  basic  education  in  Bangladesh  are  the 
World  Bank  and  UNICEF.   However,  local  currency  generated  from 
sales  of  PL  480  Title  III  food  commodities  and  jointly  programmed 
by  USAID  and  the  Government  of  Bangladesh,  is  currently 
supporting  one-third  of  Bangladesh's  primary  education  budget. 
(Planned  reductions  in  PL  480  Title  III  will  reduce  or  eliminate 
this  support,  however.)   In  addition,  PL480  Title  III  USAID  wheat 
provides  support  to  the  BDG  Food  for  Education  Program  which  is 
helping  1.2  million  poor  families  send  their  children,  especially 
girls,  to  school  and  keep  them  from  dropping  out.   Finally,  USAID 
is  providing  $450,000  to  the  Bangladesh  Rural  Action  Committee 
(BRAC) ,  a  non-governmental  organization  (NGO) ,  to  pilot  a  highly 
innovative  non-formal  education  program.   Many  other  donors  are 
also  involved  in  supporting  NGO  non-formal  education  programs. 
USAID  participates  fully  in  the  local  donors'  Education 
Consultative  Group  in  Bangladesh. 

NEPAL 

In  August  1994,  USAID/Nepal  began  the  implementation  of  its 
Basic  Education  Support  project  ($5.5  million  over  four  years)  by 
signing  two  grant  agreements  with  American  PVOs,  World  Education 
International  and  PACT.   Together  these  two  grantees  will  be 
responsible  for  teaching  300,000  Nepali  women  and  out-of -school 
girls  to  read  over  the  course  of  the  first  two  years.   The 
project  is  implemented  by  close  collaboration  of  the  American 
grantees  and  the  nearly  400  Nepali  NGO  subgrantees. 

CAMBODIA 

Government  investments  in  education  have  been  limited. 
Cambodia  has  the  lowest  per-capita  income  in  the  subregion,  with 
the  percentage  of  GDP  spent  on  education  (0.8%  of  GDP  in  1993) 
well  below  developing  country  averages  (3.9%  in  1990).   As  a 
result,  teachers  and  administrators  are  poorly  paid  and  poorly 
motivated.   Absenteeism  and  dropout  rates  are  high.   And  girls 
suffer  disproportionately:  families  more  often  decide  to  withdraw 
girls  than  boys  from  school;  as  a  result,  women  are  two  or  three 
times  more  likely  than  men  to  be  illiterate. 

The  USAID  Mission  in  Cambodia  is  designing  a  new  basic 
education  project  to  strengthen  Cambodia's  primary  education 
system  through  teacher  training,  provision  of  textbooks,  supplies 
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and  materials,  and  policy-level  technical  assistance.  The  USAID 
project  will  expand  a  recognized  teacher  support  system  (cluster 
schools),  train  46,000  primary  school  teachers  in  Khmer  language 
and  math,  and  provide  basic  teaching  materials. 

Cluster  schools,  pioneered  in  Cambodia  by  UNICEF,  are  the 
preferred,  tested  alternative  for  improving  education  throughout 
Cambodia.   In  implementing  this  low-cost  approach,  USAID  will 
work  closely  with  UNICEF  and  the  Ministry  of  Education,  as  well 
as  other  major  donors  such  as  the  European  Union  (EU)  and  the 
Asian  Development  Bank  (ADB) .   For  the  short-  to  medium-term, 
sustainability  depends  on  achieving  community  participation.   The 
cluster  model  that  USAID  will  expand  country-wide  directly 
supports  community-led  initiatives  to  effect  educational 
improvements . 

THE  PHILIPPINES 

Our  program  in  the  Philippines  has  been  allocated  $400,000 
in  basic  education  funds  for  FY  1995.   These  funds  will  be  used 
to  support  the  work  of  private  voluntary  organizations  (PVO)  to 
enhance  primary  education  programs.   Between  FY  1991  and  FY  1993, 
USAID  obligated  approximately  $1.5  million  through  co-financing 
grants  with  PVOs  to  support  construction  of  school  buildings,  and 
basic  literacy,  numeracy  and  livelihood  education  programs  of 
these  PVOs.   In  FY  1993,  USAID  signed  grants  for  approximately 
$1.5  million  for  additional  basic  education  PVO  programs.   These 
activities  are  still  ongoing.   Under  its  local  governance 
program,  USAID  has  also  obligated  approximately  $2.2  million  for 
the  construction  of  six  local  learning  resource  centers  which  are 
soon  to  be  opened. 


22 

Mr.  Bereuter.  You  might  think  about  my  question  with  helping 
them  with  compulsory  education.  Bangladesh.  We  are  all  familiar 
with  Grameen  Bank  and  other  institutions  in  Bangladesh  that  pro- 
vide microenterprise  loans.  You  may  be  familiar — ^you  probably 
are — with  the  fact  that  they  have  a  substantial  PL  480  debt. 

Ms.  Carpenter.  Yes. 

Mr.  Bereuter.  I  believe  that  there  is  some  ability  for  them  to 
use  local  currency  for  certain  types  of  development  activities.  I 
would  like  to  know  if  that  is  correct,  and  if  so  what  they  are  and 
are  there  debt  swaps  going  on  with  respect  to  that  debt  at  this  mo- 
ment? 

Ms.  Carpenter.  The  debt  issue  is  a  very  difficult  one,  and  I  may 
not  have  all  the  details  correct,  but  I  think  the  issue  is  that  the 
debt  for  food  aid  is  Title  One  debt;  it  is  not  USAID  debt. 

Mr.  Bereuter.  That  is  correct. 

Ms.  Carpenter.  And  it  has  built  up  to  about  $720  million.  A 
number  of  countries  that  had  large  food  aid  debts  had  their  debts 
forgiven  with  legislation  right  after  the  Gulf  war,  but  I  believe  that 
Bangladesh  was  excluded. 

Mr.  Bereuter.  Yes. 

Ms.  Carpenter.  So  they  are  due  to  begin  payment  on  this  debt 
this  year.  We  are  working  within  the  administration  and  with  the 
Congress  to  try  to  find  a  solution  to  this  problem.  The  Credit  Re- 
form Act  has  changed  the  way  that  this  debt  can  be  looked  at.  I 
am  sorry,  I  am  not  an  expert  on  this  issue,  but  I  would  be  happy 
to  try  to 

Mr.  Bereuter.  Would  the  administration  have  a  reaction  either 
from  you  today  or  soon  on  the  proposition  to  permit  local  currency 
to  be  used  to  pay  off  the  debt  as  long  as  it  is  used  for  such  activi- 
ties as  additional  funds  for  lending  institutions  that  engage  in 
microenterprise  lending? 

Ms.  Carpenter.  I  will  have  to  look  into  that.  I  do  not  know  what 
their  local  currency  situation  is  and  what  it  is  already  being  used 
for. 

[The  information  follows:] 
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BANGLADESH  PL  480  DEBT 

The  Administration  is  not  aware  of  any  explicit  "proposition 
to  permit  local  currency  to  be  used  to  pay  off  the  debt  as  long 
as  it  is  used  for  such  activities  as  additional  funds  for  lending 
institutions  that  engage  in  microenterprise  lending."   As 
explained  below,  Bangladesh  participation  in  the  "currency  use 
offset  (CUO) "  program  which  has  allowed  certain  local  currency 
expenditures  to  offset  required  payments  of  PL  480  food  debt  is 
coming  to  an  end  in  1995,  due  to  lack  of  CUO  generation.   The 
1990  amendments  to  PL  480  created  a  grant  Title  III  food  aid 
program,  thereby  ending  the  CUO  provisions  of  the  earlier 
legislation.   If  Congress  is  interested  in  reviewing  the 
Bangladesh  food  debt  situation  or  considering  legislation  which 
addresses  this  issue,   USAID  would  be  interested  in  participating 
with  the  Departments  of  State  and  Agriculture  (USDA)  in  such 
discussions.   Since  the  food  debt  situation  is  a  complex  issue,  a 
summary  of  the  background  and  current  status  follows. 

Bangladesh  received  forgiveness  of  $292  million  of  USAID 
development  assistance  loans  in  1991,  but  Bangladesh  owes  the 
Commodity  Credit  Corporation  of  USDA  around  $729  million  of  food 
debt  incurred  under  pre-1991,  PL-480  Title  I  and  Title  III 
programs. 

Until  1980,  Bangladesh  made  U.S.  dollar  payments  on  its  food 
aid  loans.   The  1977  and  1979  food  aid  legislation  permitted 
Bangladesh  to  convert  food  aid  loans  from  the  period  1978  to  1990 
to  grants  through  the  "Currency  Use  Offset"  (CUO)  program, 
thereby  reducing  Bangladesh's  food  aid  debt  to  the  United  States. 

Furthermore  the  CUO  program  allowed  Bangladesh  to  substitute 
expenditures  on  local  development  projects  for  dollar  payments  to 
the  United  States  for  food  aid  loans  not  covered  by  the  1977  and 
1979  legislation.  This  enabled  Bangladesh  to  delay  making  dollar 
payments  to  the  Commodity  Credit  Corporation  of  USDA  from  1980  to 
1995. 

The  1990  amendments  to  PL  480  created  a  grant  Title  III  food 
aid  program,  thereby  ending  the  CUO  provisions  of  the  earlier 
legislation.   The  grant  program  prevents  Bangladesh  from 
generating  "new  CUO".   Now  CUO  is  running  out. 

Beginning  in  1995,  Bangladesh  will  have  to  resume  U.S. 
dollar  payments  to  the  Commodity  Credit  Corporation  on  its  food 
aid  loans  not  covered  by  the  1977  or  1979  legislation. 
Additionally,  Bangladesh  must  begin  in  the  year  2000  to  include 
the  payments  which  were  suspended  between  1980  and  1995.   The 
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total  estimated  amount  of  Bangladesh's  food  aid  debt  is  $729 
million  over  the  next  27  years.  Payments  for  1995  and  1996  are 
estimated  at  $9  million  and  $27  million  respectively.   The  first 
installment  of  $3.3  million  for  1995  has  already  been  paid. 

The  clear  intent  of  the  1990  Food  for  Peace  Act  was  to  help 
poor  countries  by  changing  Title  III  from  a  loan  to  a  grant 
program.   Similar  food  debts  owed  by  many  less-developed 
countries  were  forgiven  by  the  1990  Farm  Bill.   Bangladesh  was 
not  included. 

Bangladesh  is  still  among  the  poorest  of  countries  in  the 
world,  with  a  per  capita  income  of  only  $220.   Therefore, 
Congress  and  the  Administration  need  to  consider  whether  our 
long-term  interests  in  the  economic  development  of  Bangladesh  are 
best  served  by  Bangladesh  repaying  its  food  aid  loans  in  U.S. 
dollars. 

Section  411  of  PL  480  provides  for  debt  reduction,  but  this 
would  require  an  offsetting  one-for-one  reduction  in  the  other 
appropriations  in  the  150  account.   This  is  viewed  as  not 
feasible  in  the  current  tight  budget  situation. 

State,  USAID,  and  USDA  officers  are  examining  the 
possibilities  for  alleviating  Bangladesh's  food  debt  burden. 
Options  include:   seeking  continuation  of  the  current  PL  480  debt 
forgiveness  authority  or  debt  forgiveness  legislation 
specifically  for  Bangladesh.   The  Administration  has  not  yet 
decided  how  to  proceed  on  this  matter,  but  we  will  consult  with 
Congress  once  we  do. 
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Mr,  Bereuter.  Fine.  I  would  appreciate  that  response.  Finally, 
perhaps  on  my  time  here,  we  are  proposing  to  spend  $12  million 
in  assistance  to  Mongolia.  What  is  the  strategic  imperative  that 
leads  us  to  that  assistance  level,  if  there  is  one? 

Ms.  Carpenter.  Mongolia  is  a  very  interesting  country  that  is 
going  through  a  rapid  transition  toward  market  democracy.  It  was 
dominated  by  the  former  Soviet  Union  for  70  years  and  decided  in 
1990  to  turn  itself  into  a  democracy.  Within  6  months  this  country 
had  had  its  first  national  election  for  a  national  parliament.  It  has 
created  political  parties  and  it  has  made  great  strides  in  institu- 
tionalizing the  democratic  process. 

We  felt  it  was  very  important  to  support  Mongolia  in  this  transi- 
tion, and  Mongolia  also  had  important  economic  needs  as  it  went 
forward  on  a  more  independent  path.  It  inherited  a  very  old  and 
antiquated  national  heating  and  energy  system  from  the  Soviets.  It 
has  not  been  able  to  maintain  that  system  on  its  own,  and  this  has 
been  a  real  brake  on  economic  development  in  Mongolia. 

Mr.  Bereuter.  Thank  you.  I  have  lots  of  questions  about  the 
multilateral  assistance  initiative  with  the  Philippines  in  which  we 
have  been  spending  a  substantial  amount  of  money  working  with 
Japan,  among  others,  and  I  would  appreciate  it  if  you  could  give 
me  some  kind  of  response  or  update  on  how  that  is  going,  for  the 
record. 

[The  information  follows:] 
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PHILIPPINES  MULTILATERAL  ASSISTANCE  INITIATIVE 

The  Multilateral  Assistance  Initiative  (MAI) ,  thanks  to 
extraordinary  coordination  between  the  Government  of  the 
Philippines  (GOP)  and  donors,  has  served  its  purpose  extremely 
well  and  significant  progress  has  been  made  on  all  fronts.   USAID 
believes  that  the  MAI  has  been  successful.   Probably  the  most 
significant  accomplishment  of  the  MAI  has  been  the  shift  of  the 
Filipino  policy  environment  to  an  outward  orientation.   Following 
on  the  MAI  policy  agenda.  President  Ramos  in  his  "Philippines 
2000"  proposal  has  shifted  Filipino  economic  policy  away  from  the 
old  inward  looking,  special-interest  economic  policies  to  an 
outward  orientation.   This  approach  is  not  only  helping  to 
stimulate  economic  growth  in  the  Philippines,  but  also  is  opening 
new  opportunities  for  U.S.  trade  and  investment. 

As  a  result  of  MAI-related  assistance,  the  government  has 
initiated  several  significant  economic  reforms  including: 

•  adoption  of  a  market-determined  exchange  rate  system: 

•  liberalization  of  foreign  exchange  flows  and  creation  of  an 
independent  monetary  authority; 

•  liberalization  of  the  law  governing  foreign  investment;  and, 

•  liberalization  of  access  by  foreign  banks,  which  allows 
entry  of  up  to  10  new  foreign  banks  on  a  branch  basis. 

Some  other  notable  achievements  of  the  MAI  are  a  Local 
Government  Code  to  give  greater  authority,  responsibility  and 
resources  to  local  governments;  a  nation-wide  Population  and 
Family  Planning  Program  which  will  exert  an  especially  beneficial 
impact  on  poor  families;  and  the  GOP's  rapid  acknowledgement  that 
the  HIV/AIDS  epidemic  in  Asia  has  established  a  beachhead  in  the 
Philippines. 

Through  cooperation  with  other  donors  under  the  MAI, 
electrical  power  generation  in  the  Philippines  has  been  restored 
to  the  point  that  enterprises  are  starting  to  resume  normal 
levels  of  production.   Turning  the  power  switch  back  on  has  been 
accomplished  by  the  GOP's  use  of  private  capital  and  management 
expertise  (under  pressure  from  donors)  in  what  must  now  be  one  of 
the  most  liberal  and  innovative  build-operate-transfer  regimes  in 
the  world. 

Essential  development  challenges  continue  and  the  MAI,  with 
its  proven  track  record,  continues  to  be  an  extremely  useful 
mechanism  for  donor  coordination  and  supporting  the  GOP  in  its 
efforts  to  liberalize  the  economy  and  further  expand  democracy. 
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Mr.  Bereuter.  I  turn  now  to  the  gentleman  from  California, 
ranking  member, 

Mr,  Berman,  Thank  you,  Mr.  Chairman.  Just  to  follow  up  on  my 
friend  from  California's  comments,  Mr.  Rohrabacher,  I  think  the 
issue  is  an  important  one.  The  question,  to  the  extent  we  are  giving 
assistance  to  a  country  and  then  what  that  country  is  doing  with 
its  own  resources,  and  to  the  extent  that  it  is  squandering  large 
amounts  of  its  resources  on  military  weapons  which  have  very  little 
relationship  to  its  own  national  security  or  which  could  be  utilized 
for  internal  repression  of  dissenting  groups,  I  think  that  is  appro- 
priate to  consider.  I  just  think  it  is  dangerous  to  draw  an  absolute, 
draw  an  inflexible  rule,  that  applies  to  each  country, 

I  remember  in  the  early  1980's — ^you  were  in  Washington  at  that 
time,  Mr.  Rohrabacher — that  we  had  an  assistance  program  in  Af- 
rica which  provided  military  assistance  to  Kenya  and  military  as- 
sistance to  Somalia,  and  we  had  provided  military  assistance  to 
Ethiopia,  and  they  were  all  fighting  each  other.  In  the  early  1980's 
we  were  pushed  very  hard  and  did  grant  some  miliary  assistance 
to  the  Government  of  Zaire.  We  know  what  Mr.  Mbuto  did  with 
that  military  assistance. 

So 

Mr.  Rohrabacher.  The  cold  war  is  over. 

Mr.  Berman.  Right,  and  our  military  assistance  program  has  de- 
clined dramatically  in  the  wake  of  the  end  of  the  cold  war.  I  just 
would  want  to  be  careful  about  ruling  Cambodia  ineligible.  A  great 
deal  of  this  assistance  is  not  to  the  governments  of  these  countries. 
It  is  to  individual  organizations,  nongovernmental  organizations, 
delivering  assistance  to  groups  of  people  in  specific  kinds  of  areas, 
not  through  the  government  process — in  some  cases,  to  the  irrita- 
tion of  the  government  because  they  cannot  do  that. 

Ms.  Carpenter.  If  I  could  comment  on  that,  with  respect  to 
Cambodia,  I  think  this  is  actually  a  very  interesting  case.  Even 
though  we  are  not  providing  assistance  directly  to  the  Government 
of  Cambodia,  we  are  working  with  the  government  on  their  budget 
overall.  On  Saturday  I  am  leaving  to  go  to  an  international  donors 
meeting  on  Cambodia.  One  of  the  things  we  will  be  doing  is  looking 
at  the  budget,  the  sources  of  revenue  and  the  expenditures.  The 
donor  community  is  now  very  united  in  pressing  the  Cambodians 
to  look  at  their  priorities  and  to  try  to  reform  their  system  in  a 
number  of  ways  so  that  they  can  move  out  of  a  situation  of  quite 
heavy  donor  dependence.  Also  military  expenditures  are  a  big 
issue. 

Mr.  Berman.  And  the  other  factor,  to  some  extent,  is  the  extent 
to  which  assistance  is  leveraging  trade  relationships  which  are  verv 
much  in  our  own  immediate  and  direct  economic  interest  in  which 
case  what  the  government  is  doing  may  have  somewhat  less  rel- 
evance. 

The  question  I  wanted  to  ask  you,  though,  was  this  whole  ques- 
tion of  democracy  assistance — through  your  testimony  you  talk 
about  it  a  great  deal.  NED  provides  democracy  assistance,  USIA 
has  some  programs  that  are  in  certain  areas  democracy-building 
kinds  of  program,  AID  does  a  lot  of  this. 

How  do  you  differentiate,  how  do  vou  deal  with  problems  of  over- 
lap, how  do  you  get  away  from  turf  in  competing  jurisdictions  and 


28 

in  a  sense  a  wasteful  process  as  a  result  of  three  different  agencies, 
two  in  particular — NED  and  AID — both  doing  democracy-building 
kinds  of  projects? 

Ms.  Carpenter.  First,  there  is  a  lot  of  coordination  around  the 
development  of  each  country's  strategy  and  the  democracy  compo- 
nent, both  in  the  field,  through  the  Embassy,  which  brings  in  USIA 
as  well  as  USAJD  activities,  and  in  some  cases  even  Peace  Corps 
activities  that  might  be  relevant.  Those  plans  are  reviewed  in 
Washington  and  we  work  very  closely  with  all  of  our  implementing 
partners. 

USAID  does  fund  NDI  and  IRI,  the  affiliates  of  NED.  NED  obvi- 
ously has  its  own  sources  of  funding  for  some  activities,  but  we  do 
work  very 

Mr,  Berman.  Some  of  your  USAID  democracy-building  dollars 
are  monies  that  you  give  to  some  of  the  component  institutes  of 
NED  for  specific  programs. 

Ms.  Carpenter.  That  is  right.  We  work  very  closely  with  their 
representatives  here  in  Washington  and  in  the  field  to  make  sure 
that  we  are  getting  the  most  bang  for  the  few  bucks  that  we  have, 
but  there  are,  unfortunately,  examples  of  where  there  has  been 
some  overlap,  and  we  are  working  to  correct  that. 

Mr.  Bereuter.  Thank  you.  The  gentleman  from  California,  Mr. 
Rohrabacher,  is  recognized  for  5  minutes,  then  I  will  call  on  the 
gentleman  from  California,  Mr.  Kim. 

Mr.  Rohrabacher.  Just  for  the  record,  I  am  very  disappointed 
in  this  administration  that  for  the  last  2  years  that  they  have  not 
taken  steps  necessary  to  achieve  most  favorite  nation  status  for 
Cambodia  after  the  Cambodians  have  gone  so  far  in  reforming 
their  system,  having  free  elections  and  making  a  valiant  struggle 
to  reform  their  country  and  establish  a  type  of  domestic  situation 
to  lend  itself  to  progress. 

Instead  of  flying  off*  to  all  sorts  of  conferences  about  Cambodia, 
I  think  if  just  a  little  more  attention,  if  even  half  as  much  attention 
as  would  have  been  taken  by  that  one  trip,  would  have  been  paid 
here  on  Capital  Hill  by  this  administration,  we  would  have  had 
most  favorite  nation  status  last  year  when  the  democrats  controlled 
both  houses  of  Congress  and  the  executive  branch. 

I  am  working  hard  right  now  to  see  that  most  favorite  nation  sta- 
tus goes  through  Congress,  and  I  have  had  some  level  of  success 
in  talking  to  the  various  committee  and  subcommittee  chairmen  on 
this  issue,  and  I  expect  movement  on  it;  but  for  the  last  2  years 
this  administration  has  fallen  down  on  that  job.  We  should  not  be 
focusing  just  on  aid,  because  as  I  say,  when  a  country  has  done 
what  Cambodia  has,  when  we  can  effect  a  trade  decision  that 
would  help  them,  we  should  move  in  that  direction  with  equal 
vigor. 

I  would  like  to  ask  a  little  bit  about  another  area,  namely  Paki- 
stan and  Afghanistan.  I  guess  in  Afghanistan  there  are  no  aid  pro- 
grams. The  cross  border  has  been  too  difficult  to  establish.  I  am 
very  concerned  that  what  is  going  on  in  that  region  is  going  to  be 
a  disaster  for  the  world,  and  the  killings  that  we  have  just  heard 
about  reinforce  this  alarm  that  some  of  us  have  tried  to  ring  for 
the  last  year  concerning  that  region  of  the  world.  There  are  forces 
at  play  in  Pakistan  and  Afghanistan  and  in  the  new  emerging 
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countries  from  the  Soviet  Union  and  Middle  Asia,  that  if  we  do  not 
pay  attention  to  that,  we  are  doing  so  at  our  own  peril;  and  I  am 
deeply  concerned  about  this.  And  I  would  hope  that  message  would 
go  out  from  this  hearing  that  our  friends — and  we  have  many, 
many  friends  in  that  region;  our  friends  should  see  to  it  that  the 
killers  of  our  American  personnel,  the  murderers,  are  brought  to 
justice  and  that  it  happens  very  quickly. 

We  have  not  forgotten  that  the  man  who  murdered  our  CIA  per- 
sonnel right  out  here  in  Virginia  is  now  somewhere  in  that  area, 
and  we  will  not  put  up  for  long  with  having  people  kill  Americans 
and  rim  to  that  region  for  sanctuary;  and  we  have  many,  many 
friends.  Now  is  their  time  to  prove  their  friendship  to  us  by  coming 
up  those  murderers  and  saying  that  we  are  friends  of  the  United 
States,  we  will  note  tolerate  the  killing  of  Americans  like  this.  So 
I  hope  that  message  goes  out  from  this  hearing. 

I  would  like  your  reaction,  if  you  have  any,  to  the  movement  in- 
side Afghanistan  and  do  you  think  that  the  situation  might  calm 
down  enough  to  the  point  that  the  United  States  could  become  ac- 
tive again  in  that  country?  I  understand  there  is  a  movement 
called  a  Taleban  Movement  that  now  is  a  new  force  in  the  country. 

Ms.  Carpenter.  That  is  right.  I  think  I  will  refer  your  question 
to  Tim  Carney. 

Mr.  Carney.  Thank  you  very  much.  The  situation  in  Afghani- 
stan, as  no  one  knows  better  than  yourself,  Mr.  Rohrabacher,  is  ex- 
tremely complex.  There  is  no  functioning  government.  The  United 
States  is  on  public  record  as  describing  it  as  dysfunctional. 

We  have  seen  in  the  last  3  or  4  months  the  rise  of  a  group  called 
the  Taleban,  the  disciples,  a  group  of  students  of  Islam.  Many  of 
them  come  from  Islamic  schools  run  by  one  of  the  religious-based 
parties  in  Pakistan.  They  coalesced  in  the  southwest  of  Afghani- 
stan and  have  swept  across  up  to  the  very  gates  of  Kabul  itself. 

This  group  is  so  far  best  described  as  very  orthodox  in  its  prac- 
tice of  Islam.  It  is  essentially  ethnically  Pushtim,  I  understand, 
and  it  has  achieved  its  victories  in  large  part  because  it  appeals  to 
a  sense  of  a  need  for  order  and  to  put  a  stop  to  the  chaos  that  has 
marked  Afghanistan  since  the  end  of  the  Soviet  adventure  there. 

Mr.  Rohrabacher.  Are  they  viewed  as  a  positive  force  or  a  nega- 
tive force,  or  do  we  not  know? 

Mr.  Carney.  Frankly,  we  do  not  know  enough  to  be  sure  of  our 
judgment  of  that  group.  If  you  speak  with  Afghans  you  will  get  a 
varied  set  of  impressions.  Generally  there  is  recognition  that  these 
people  are  disciplined  and  they  are  straightforward,  but  they  are 
far  too  orthodox  in  their  practice  of  Islam  to  be  congenial  to  many 
Afghans,  most  particularly  to  women  Afghans. 

Mr.  Rohrabacher.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Bereuter.  Thank  you  for  your  question. 

Ms.  Carpenter.  Excuse  me.  Could  I  just  comment  on  your  ques- 
tion on  MFN?  I  understand  that  the  State  Department  is  working 
very  closely  with  Congress  to  find  the  right  legislative  vehicle  for 
MFN  for  Cambodia.  This  is  a  priority. 

Mr.  Rohrabacher.  Well,  that  is  true,  and  we  also  would  hope 
the  State  Department  and  you  would  be  working  with  us  to  deal 
with  the  dictatorship  in  Burma  in  that  situation  as  well  because 
we  have  another  ongoing  tragedy  where  refugees  are  streaming 
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across  the  border  into  Thailand,  and  the  dictatorship  there  is  caus- 
ing such  human  misery  and  that  we  have  an  aid  program  that  is 
not  functioning. 

I  am  concerned  that  the  aid  program  is  a  function  to  help  the 
Burmese. 

Ms.  Carpenter.  USAID  is  providing  assistance  to  Burmese  refu- 
gees along  the  Thai  border.  We  do  not  have  an  aid  program  inside 
Burma,  but  we  do  have  a  program  along  the  border.  We  are  assist- 
ing the  refugees  there,  ana  we  are  very  concerned  about  that  situa- 
tion. 

Mr.  Bereuter.  Thank  you  very  much.  The  gentleman  from  Cali- 
fornia, Mr.  Kim. 

Mr,  Kim,  Thank  you,  Mr.  Chairman.  Again,  I  apologize  for  com- 
ing in  late.  I  deeply  apologize,  I  have  to  say  that  I  do  not  know 
much  about  the  AID  program,  but  I  am  studying  it.  Give  me  an- 
other month  and  I  will  be  an  expert  on  this  material. 

I  did  notice  that  you  are  asking  for  much  more  money  to  aid  the 
Philippines  than  was  requested  the  last  year — almost  one-third 
times  more.  Can  you  explain  why  you  are  asking  for  so  much  more 
money  than  last  year  for  the  Philippines?  Also,  I  noticed  that  aid 
to  Jordan  is  almost  doubling.  Did  something  happen  out  there? 

Mr.  Bereuter.  We  will  excuse  you  on  Jordan,  but  the  Phil- 
ippines is  not  our  region, 

Ms,  Carpenter.  The  program  levels  for  Jordan,  in  fact,  took  a 
nose  dive  during  the  Gulf  war,  and  they  had  gone  very,  very  low; 
so  we  are  talking  about  relative  changes.  As  for  the  Philippines 

Mr,  Kim.  Well,  it  was  $55  million — now  you're  asking  for  $76 
million. 

Mr,  Bereuter.  You  seem  to  have  stumped  them,  Mr.  Kim. 

Ms,  Carpenter,  I  am  sorry.  I  will  have  to  get  you  the  details. 
I  do  not  have  the  details  here,  but  let  me  just  say,  to  put  this  in 
perspective,  that  the  levels  for  the  Philippines  now  are  a  fraction 
of  what  they  were  a  few  years  ago.  The  program  at  one  point  was, 
I  believe,  $450  million.  It  has  dropped  precipitously,  and  we  are  fo- 
cusing our  activities  in  certain  key  areas  where  we  think  we  can 
make  a  difference,  but  one  of  the  reasons  for  the  drop  is  that  over- 
all there  has  been  about  a  40  percent  drop  in  assistance  levels  for 
Asia. 

In  the  case  of  the  Philippines,  clearly  there  is  a  link  to  the  clo- 
sure of  the  bases  as  well.  The  Philippines  is  also  beginning  to  mas- 
ter a  lot  of  its  own  development  challenges.  So  we  are  working  in 
certain  key  areas,  but  the  overall  level  has  dropped  in  the  last  3 
or  4  years. 

[The  information  follows:] 
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Margaret  Carpenter 
March  8,  1995 


INCREASE  IN  ASSISTANCE  LEVELS  FOR  THE  PHILIPPINES 


USAID  assistance  to  the  Philippines  has  actually  declined 
dramatically  since  1989-1991  when  the  U.S.  provided  over  $300 
million  per  year  for  assistance.   During  the  FY  1995  allocation 
process,  the  program  budget  for  the  Philippines  was  reduced  by 
27%  from  the  requested  level  of  $71.6  million.   As  a  result  of 
this  cut,  funding  for  some  planned  activities  has  been  deferred 
to  FY  1996.   The  FY  1996  request  of  $73  million  is  only  a  2% 
increase  over  the  FY  1995  request. 


U.S.  Assistance  to  The  Philippines,  1989-96 
(DA,  ESF,  PL480,  and  MAI  Obligations) 

Fiscal  Year 

Amount  (in  millions  $) 

1989 

360.7 

1990 

345.7 

1991 

354.8 

1992 

224.5 

1993 

102.0 

1994 

60.6 

1995 

52.6* 

1996 

73.0** 

*  estimated,  down  from  the  $71.6  million  request  level 
**  request  level 
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Mr.  Kim.  Thank  vou. 

Mr.  Bereuter.  I  think  the  gentleman  raises  a  good  question.  I 
am  interested  in  that  question,  too,  after  all  the  bases  are  closed 
in  the  Philippines  because  of  the  actions  of  the  Philippine  Govern- 
ment. 

Thank  you  very  much  for  your  testimony.  We  very  much  appre- 
ciate your  coming  up  today,  and  there  are  few  things,  as  you  no- 
ticed, that  we  would  appreciate  your  responses  to  in  writing. 

Ms.  Carpenter.  I  would  be  happy  to  give  them,  and  I  look  for- 
ward to  working  with  all  the  members  of  the  committee. 

Mr.  Bereuter.  I  would  like  now  to  call  the  second  panel — Mr. 
Johnston,  Mr.  Hemphill,  and  Mr.  Gretman. 

[Pause.] 

Mr.  Bereuter.  The  subcommittee  will  be  in  order.  I  have  already 
recognized  the  distinguished  panel  that  we  now  have  before  us,  ^v- 
ing  you  some  very  brief  resume  of  their  experience  and  expertise, 
and  so  I  think  we  will  move  directly  to  their  presentations.  I  would 
call  upon  Mr.  Johnston,  followed  by  Mr.  Getman  and  Mr.  Hemphill 
for  your  statements.  Your  written  statements  we  have  made  a  part 
of  the  record.  You  may  summarize.  I  would  appreciate  it,  in  order 
to  allow  for  questions,  if  you  would  keep  your  comments  to  about 
5  or  8  minutes.  Dr.  Johnston. 

STATEMENT  OF  DR.  PHILIP  JOHNSTON,  PRESIDENT,  CARE 

Mr.  Johnston.  Thank  you,  Mr.  Chairman  and  distinguished 
members  of  the  subcommittee.  I  welcome  the  opportunity  to 
present  testimony. 

We  have  prepared  a  written  statement,  and  I  would  verbally  like 
to  make  the  following  points: 

First,  U.S.  development  assistance  through  grassroots  projects 
implemented  by  PVO's  have  contributed  significantly  to  the  eco- 
nomic growth  of  some  Asian  countries  while  in  others  it  has  con- 
tributed to  the  social  stabilization  which  is  a  prerequisite  for  eco- 
nomic growth. 

Pvos  empowered  by  U.S.  development  funding  assistance 
through  AID,  which  is  combined  with  American  private  funding, 
has  worked  very  well  to  help  the  poor  improve  their  economic  and 
social  well  being  while  governments  focused  on  policy  reform,  par- 
ticularly the  democratization  process,  and  opened  their  economies. 

When  their  GDP  has  improved,  the  governments  with  an  ex- 
panded tax  base  have  been  able  to  expand  their  poverty  alleviation 
programs,  and  CARE  has  withdrawn.  We  have  followed  that  prac- 
tice in  Hong  Kong,  Malaysia  and  South  Korea,  and  we  are  now  get- 
ting close  to  that  status  in  Thailand  and  Indonesia. 

In  other  countries  the  process  of  policy  reform  and  opening  the 
economy  is  still  being  struggled  with.  India  is  an  example  of  this, 
and  it  is  important  to  everyone  to  understand  how  difficult  these 
changes  really  are  to  bring  about. 

Whether  Prime  Minister  Rao  is  going  to  survive  politically,  I  am 
not  sure.  In  the  case  of  India,  however,  CARE  uses  this  public/pri- 
vate partnership  to  help  improve  the  quality  of  lives  of  India's  poor- 
est children.  In  the  Integrated  Child  Development  Services — the  ac- 
ronym is  ICDS — this  program  functions  in  32  of  India's  states 
reaching  34  million  preschool  children  per  day  and  is  a  program 
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that  requires  both  the  state  and  the  central  governments  to  con- 
tribute significantly  to  its  implementation.  As  a  matter  of  fact,  they 
contribute  much  more  than  we  do. 

The  ICDS  program  aims  at  improving  the  survivability  of  India's 
youngest  children.  The  India  Government  wants  the  program  in 
every  regional  unit  of  the  country.  It  has  reached  2800  of  the  5400 
regional  imits  in  the  country. 

The  ICDS  program  impact  is  as  follows:  so  far  50  percent  of  the 
children  under  3  in  the  ICDS  areas  are  immunized.  That  is  com- 
pared to  32  percent  in  the  non-ICDS  areas.  The  infant  mortality 
rate  is  as  much  as  20  percent  less  in  ICDS  areas  as  non-ICDS 
areas. 

Mothers  in  non-ICDS  areas  have  between  two  and  three  times 
the  number  of  low  birth  weight  babies  as  in  ICDS  areas.  Infant 
and  child  malnutrition  rates  are  approximately  13  percent  lower  in 
ICDS  areas  as  compared  to  non-ICDS  areas.  And  death  rates  of 
children  in  the  project  areas  have  been  reduced  to  3  percent  from 
15  percent. 

But  of  care's  achievements  in  India,  perhaps  the  most  dramatic 
is  now  in  Tamil  Nadu  which  is  a  southern  state  of  India  where  fer- 
tility has  reached  population  replacement  levels.  In  other  words, 
the  births  have  dropped  to  where  they  are  just  being  replaced  and 
the  population  growth  is  therefore  zero.  That  is  attributed  by  In- 
dian research  to  the  existence  of  the  primary  school  mid-day  meal 
program  that  CARE,  as  well  as  CRS,  operated  in  the  state  of  Tamil 
Nadu  many  years  ago  helping  children  stay  in  school  to  acquire  lit- 
eracy and  then  being  able  to  imderstand  family  planning  messages 
and  other  educational  motivations. 

In  care's  history  in  India  we  have  striven  to  work  in  partner- 
ship with  the  state  and  central  government  on  projects  that  have 
permanent  long-term  benefits.  These  benefits  are  most  visible  in 
the  context  of  an  expanding  economy.  Development  assistance  by 
itself  cannot  significantly  change  the  conditions  in  any  country,  but 
development  assistance  can  help  contribute  to  a  stable  society  in 
which  poor  people  see  opportunities  for  improving  the  quality  of 
their  lives. 

This  has  been  done  in  some  Asian  countries.  It  has  worked. 
Whether  you  look  at  it  from  an  economic  point  of  view  or  a  moral 
perspective,  it  has  worked.  For  others,  it  is  work  in  progress.  We 
need  patience  for  such  work  in  progress,  such  as  in  Cambodia, 
Vietnam  and  Afghanistan,  but  we  need  patience  to  see  that  work 
is  completed,  and  I  urge  the  committee  to  continue  the  develop- 
ment assistance  which  we  are  rendering  to  that  part  of  the  world. 
Thank  you. 

[The  prepared  statement  of  Mr.  Johnston  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you.  Dr.  Johnston.  We  will  call  now  on 
Mr.  Thomas  Getman  who  is  the  director  of  the  Washington  office 
of  World  Vision.  Welcome. 
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STATEMENT  OF  MR.  THOMAS  R.  GETMAN,  DIRECTOR,  GOV- 
ERNMENT RELATIONS,  WORLD  VISION  RELIEF  AND  DEVEL- 
OPMENT 

Mr.  Getman.  Thank  you.  Good  morning.  We  in  World  Vision 
want  tx)  express  our  sincere  gratitude  for  this  opportunity  to  testify 
before  your  subcommittee,  Chairman  Bereuter,  and  I  want  to  take 
this  moment  as  well  to  say  thanks  for  your  very  personal  involve- 
ment with  NGO's  over  the  years. 

We  particularly  appreciate  the  opportunity  during  this  time  of 
careful  scrutiny  of  aid  levels  and  programs  to  bear  witness  to  the 
effectiveness  of  the  partnership  between  American  NGO's  and  the 
U.S.  Agency  for  International  Development. 

We  have  a  story  worth  telling  that  could  well  get  lost  in  the  un- 
derstandable conviction  that  our  Federal  spending  must  be  brought 
into  line  with  our  income  as  a  nation.  It  is  particularly  fitting  that 
you  invited  World  Vision  to  participate  in  this  panel  because  the 
Asian  region  is  where  we  began  as  an  agency  in  1951. 

At  the  height  of  the  Korean  War  our  founder,  Dr.  Robert  Pierce, 
a  journalist  and  itinerant  minister,  witnessed  the  horrific  situation 
in  the  Korean  orphanages.  His  heart  was  broken  by  the  immense 
need,  and  he  returned  to  our  west  coast,  to  California,  to  seek  do- 
nors for  undergirding  the  very  basic  programs  to  keep  alive  and 
then  to  educate  the  thousands  of  tiny  war  victims. 

Not  only  has  World  Vision  grown  to  be  the  largest  privately 
funded  American  relief  and  development  agency,  but  World  Vision 
Korea  is  now  one  of  our  donor  countries,  which  contributes  more 
than  most  of  our  European  World  Vision  partners. 

World  Vision  Korea  even  contributed  to  the  relief  effort  here  in 
the  United  States  during  the  Los  Angeles  earthquake,  which  was 
widely  noted  in  the  California  newspapers. 

Forty  years  ago  South  Korea  was  one  of  the  poorest  countries  in 
the  world.  It  is  now  one  of  the  Asian  economic  miracles.  It  now  not 
only  cares  for  the  rest  of  the  world  in  a  responsible  way,  but  it  im- 
ports three  times  as  much  from  the  United  States  each  year  as  it 
received  in  U.S.  aid  during  the  entire  decade  of  the  sixties. 

Further,  one  of  the  other  Asian  countries  which  emerged  from 
the  ashes  of  the  1940's  and  fifties  is  Taiwan.  When  I  first  visited 
there  as  a  Senate  staffer  in  1980  I  discovered  that  the  World  Vision 
office  was  still  a  mendicant  operation,  depending  on  the  goodwill 
of  donor  nations  to  meet  the  needs  of  a  still-recovering  populace. 

In  the  year  just  past.  World  Vision  Taiwan  raised  nearly  as 
much  as  our  largest  European  donor  partners — Germany  and  the 
Netherlands — and  contributed  the  lion's  share  of  our  nongovern- 
mental resources  to  the  relief  effort  in  Rwanda.  At  the  same  time, 
they  contributed  sizable  sums  for  relief  and  development  programs 
all  over  Asia.  The  economic  reality  of  Taiwan  is  well  known.  In 
both  these  countries  NGO's  became  partners  with  private  and  bi- 
lateral donors  to  create  conditions  that  contributed  to  the  lifting  of 
these  nations  onto  the  list  of  productive  graduates  in  the  world  eco- 
nomic order. 

Japan  provides  another  case  in  point  of  the  value  of  foreign  as- 
sistance, to  not  only  get  a  war-torn  nation  back  on  its  feet  but  to 
the  point  of  being  a  contributing  partner  on  the  world  stage. 
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The  recent  World  Bank  study  of  these  countries  has  been  with 
the  hope  that  the  lessons  can  be  applied  to  the  marginalized  of  the 
present  era.  One  essential  lesson  is  that  the  post-war  political  lead- 
ers in  Taiwan  and  South  Korea,  pertinent  to  your  earlier  questions, 
Mr.  Chairman,  decided  that  primary  education  had  to  be  made  pri- 
ority along  with  the  infrastructure  development.  An  educated  work 
force  is  integral  to  long-term  economic  growth  and  political  stabil- 
ity. The  NGO's  and  USAID's  activities  were  critical  to  actualizing 
this  vision  that  the  post-war  decisionmakers  had. 

From  our  perspective,  with  now  45  years  of  involvement  in  the 
struggles  and  advances  of  the  Asia  Pacific  region,  we  can  testify 
with  great  confidence  that  number  one,  development  assistance  is 
in  the  best  interest  of  the  United  States;  and  number  two,  develop- 
ment assistance  works.  It  helps  people  and  nations  to  become  self- 
sufficient. 

Our  ongoing  commitment  in  the  region  includes  the  list  that  is 
before  you — a  large  USAID  child  survival  program  that  is  worth 
just  under  $4  milfion  in  Bangladesh,  India,  Indonesia,  Papua  New 
Guinea — with  remarkable  success  rates,  including  immunization  of 
children  from  43  to  89  percent;  an  AIDS  program  in  Thailand  that 
we  hope  one  day,  political  situation  allowing,  can  spread  to  Burma; 
a  model  $2.5  million  street  children  program  in  Vietnam  which  has 
just  been  extended;  the  War  Victims'  Fund  with  World  Vision  as 
the  grantee  for  prosthetics  for  amputees  in  four  Vietnamese  cities; 
in  Laos  the  War  Victims'  Fund  financed  prosthetics  through  a 
USAID  grant  for  $1.5  million.  It  includes  a  hazard  awareness  pro- 
gram exposing  the  risk  of  unexploded  ordnance  to  ameliorate  the 
need  for  future  prosthetics. 

Our  well-known  child  health  project  in  Phnom  Penh  that  many 
members  of  Congress  have  visited  is  the  site  of  the  USAID-funded 
Cambodia  child  health  project  to  train  health  professionals  through 
the  infrastructure  and  the  National  Pediatric  Hospital  which  we 
built  in  1973.  A  very  moving  thing  happened  just  last  week.  Our 
senior  project  officer  was  visiting  there,  and  she  met  the  new  Com- 
mercial Attache,  who  has  been  assigned  here  to  Washington.  He 
said  to  her  with  great  emotion  that  his  three  children,  his  own 
three  children,  were  saved  from  death  in  the  early  1980's  in  that 
hospital  when  it  was  reopened  after  Pol  Pot's  regime. 

As  World  Vision  moves  forward  in  response  to  recent  requests  for 
applications,  we  would  like  to  conclude  with  several  strong  sugges- 
tions. 

Number  one,  we  can  intensify  our  impact  by  having  an  even 
greater  regional  approach  to  AIDS  education  and  prevention,  and 
integrating  the  work  of  NGO's  with  USAID  in  a  much  more  col- 
laborative fashion. 

Number  two,  eradication  of  unexploded  ordnance  that  the  United 
States  left  behind  in  Laos  in  1975  is  now  dealt  with  only  with 
money  that  we  raise  privately.  There  must  be  monies,  even  in  a 
tight  budget,  that  can  be  channeled  through  NGO's  to  eradicate 
unexploded  ordnance.  We  know  first  hand  from  our  field  workers 
that  the  farmers  stay  away  from  their  farms  because  of  even  just 
one  piece  of  ordnance  in  a  field. 

A  recent  poll  commissioned  by  Interaction  disclosed  that  in  fact 
the  public  is  frustrated  about  the  performance  of  foreign  assistance, 
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but  in  large  measure  because  they  think  mistakenly  that  we  spend 
upwards,  as  you  mentioned  earlier,  of  15  percent  of  our  Federal 
budget  for  these  important  programs. 

Eight-three  percent  polled  believed  that  very  little  aid  actually 
reaches  the  people  who  really  need  it.  We  know  that  is  not  true. 
We  know  that  a  lot  of  it — the  lion's  share  of  it — gets  to  people  who 
need  it,  but  58  percent  of  the  people  said  that  they  would  be  willing 
to  spend  more  if  they  knew  it  was  getting  to  the  poor  people 
around  the  globe. 

I  believe  the  American  public  knows  intuitively  that  to  whom 
much  is  given,  much  is  expected,  and  that  it  is  in  our  best  interest 
as  a  nation  to  help  buildup  our  neighbors  around  the  world.  It  is 
good  for  our  neighbors,  it  is  good  for  us,  we  ought  to  do  more  of 
it  as  efficiently  as  possible. 

We  in  the  NGO  community  and  you  in  Congress  owe  it  to  our 
constituents  to  communicate  better  about  the  efficacy  of  foreign  as- 
sistance and  to  work  tirelessly  to  make  aid  programs  even  better 
rather  than  giving  up  in  frustration  because  some  programs  are 
not  as  good  as  they  could  be. 

The  Federal  budget  will  not  be  balanced  on  the  reduction  of  the 
already  infinitesimal  amount  that  actually  goes  to  the  poorest  of 
the  poor  in  our  global  community.  In  fact,  in  our  view  it  would  be 
a  wise  investment  with  a  near  certain  high  return  to  increase  the 
foreign  assistance  amount  for  such  programs  as  child  survival  and 
primary  education. 

With  the  confidence  that  a  decade  or  two  in  the  future  we  again 
will  see  the  resulting  advances  by  now  struggling  nations  through 
their  grateful  participation  and  reciprocal  trade  and  foreign  assist- 
ance donations  to  then  needy  nations.  Thanks  very  much. 

[The  prepared  statement  of  Mr.  Getman  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you  for  your  testimony.  Mr.  Hemphill.  Let 
me  just  mention  again  that  Mr.  Hemphill  is  the  vice  president  of 
AES  Corporation,  but  he  is  also  speaking  not  only  for  AES  but  also 
for  Enron,  as  I  understand  it,  and  currently  the  president  of  AES's 
China  subsidiary,  also  generally  responsible  for  the  management 
and  financing  of  all  of  AES's  activities.  I  say  that  so  my  colleagues 
can  remember  the  background  of  the  gentleman,  and  we  are  very 
pleased  that  you  joined  the  panel  today.  You  may  proceed  as  you 
wish. 

STATEMENT  OF  MR.  ROBERT  F.  HEMPHILL,  JR.,  EXECUTIVE 
VICE  PRESIDENT,  THE  AES  CORPORATION 

Mr.  Hemphill.  Thank  you,  Mr.  Chairman.  That  is  a  much  better 
introduction  than  I  usually  get. 

Thirteen  years  ago  AES  Corporation  was  six  people  sitting 
around  in  an  office  building  in  Rosslyn.  We  had  $1  million  of  ven- 
ture capital  and  we  could  barely  spell  electricity. 

Today,  we  have  11  power  plants  totaling  about  3100  megawatts 
which  would  make  us  roughly  the  size  of  PEPCO  if  we  were  a  util- 
ity. We  would  be  ranked  in  the  Fortune  500  at  about  450,  except 
for  some  accounting  things  that  have  to  do  with  partnerships. 
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Six  years  ago  we  started  working  offshore  in  the  United  Kingdom 
on  the  theory  that  we  spoke  almost  the  same  language  as  they  did, 
and  that  proved  to  be  more  or  less  correct. 

Three  and  a  half  years  ago  we  took  a  very  large  breath  and 
opened  offices  in  Asia.  We  now  have  offices  in  Hong  Kong  where 
we  have  15  people,  in  Beijing,  where  we  have  18  people,  in  Lahore, 
where  we  have  10  people,  in  Singapore,  where  we  have  5  people, 
in  New  Delhi,  we  have  8  people — and  my  personal  favorite — in  an 
office  in  Bhubaneshwar,  which  I  was  not  even  sure  was  a  place 
when  it  was  first  explained  to  me,  but  is,  in  fact,  the  capital  of  the 
state  of  Orissa  where  we  will,  I  believe,  in  the  first  6  months  of 
this  year  finance  and  begin  construction  of  a  $650  million  power  fa- 
cility. 

We  expect  to  begin  construction  on  a  facility  in  Pakistan  within 
this  month. 

There  are  real  changes  going  on  in  the  infrastructure  area.  The 
private  sector  is  basically  taking  over  infrastructure,  and  it  is  not 
simply  electric  power.  The  best  road  I  have  been  on  in  China — and 
I  have  been  on  a  lot  of  roads  in  China  and  most  of  them  not  too 
good — is  a  private  toll  road  built  and  owned  on  a  concessionary 
basis  by  a  Hong  Kong  company.  This  is  in  China,  the  bastion  of  top 
down  state-run  planning. 

The  World  Bank  development  report  will  give  you  a  number  of 
other  examples — container  ports,  water  treatment  facilities,  free- 
ways, telephone  systems.  It  is  not  simply  power.  Privatization,  or 
the  private  sector,  is  moving  aggressively  to  build  infrastructure 
projects  all  over  Asia. 

Our  recommendations  to  you  for  dealing  with  foreign  assistance 
programs,  therefore,  are  these:  you  should  acknowledge  the  signifi- 
cantly changed  circumstances  in  the  developing  world  and  reward 
the  finance  agencies  for  their  excellent  results  and  their  careful 
stewardship,  which  I  will  say  a  little  bit  more  about,  by  preserving 
and  increasing  their  share  of  the  foreign  assistance  budget. 

Now  the  hard  part:  you  should  reduce,  we  believe,  a  portion  of 
the  AID  budget  devoted  to  sustainable  development  because  these 
activities  while  marginally  helpful  in  some  cases,  are  really  being 
performed  more  effectively  elsewhere  and  they  are,  frankly,  of  a 
lower  priority  than  other  aid  functions.  If  you  manage  to  find  more 
money  that  you  can  give  to  the  finance  agencies,  then  of  course  you 
can  simply  cut  government  spending. 

I  am  going  to  say  a  few  mean  things  about  USAID,  but  let  me 
be  very  clear.  The  AID  people  individually  have  been  helpful  to  us 
from  time  to  time.  The  AID  activities  I  am  going  to  talk  about 
probably  meet  the  hippocratic  oath  test,  they  do  not  do  any  harm, 
but  as  for  a  causal  link  to  promote  investment,  frankly,  we  do  not 
see  it  and  we  are  there  making  the  investments. 

Let  me  give  you  another  sort  of  anecdotal  example.  In  Pakistan 
we  are  trying  to  do  as  part  of  our  project  about  a  $2  million  refor- 
estation program.  AID  has  done,  before  it  had  to  leave  Pakistan, 
unfortunately  because  of  the  Pressler  amendment,  a  number  of 
studies  about  reforestation,  sustainable  cut,  allowable  yields  and 
this  and  that,  but  we  cannot  find  one  tree  that  was  planted  be- 
cause of  the  studies. 
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There  are  a  lot  of  reasons  why  we  think  these  AID  activities  can 
be  reduced.  There  are  a  ton  of  people  already  doing  the  same 
thing— the  World  Bank,  the  IDA,  the  UNDP,  the  UNEP,  the  U.S. 
Department  of  Energy,  Japan,  the  French — and  several  of  these  en- 
tities have  been  much  quicker  than  AID  to  recognize  that  countries 
eventually  graduate. 

I.D.A.  publishes  a  list  of  20  countries  which  it  considers  to  have 
graduated,  and  IDA  is  not  exactly  the  most  rigorous,  hard-nosed 
gn*oup  of  folks  in  the  world.  AID  is  still  funding  10  of  these  grad- 
uates with  major  amounts  of  money.  AID  is  justifiably  proud  that 
Thailand  is  graduating.  Thailand  has  been  a  recipient  of  AID  for 
43  years.  It  is  the  first  country  to  graduate  since  the  seventies. 
That  must  mean  that  there  have  been  a  lot  of  failures  during  the 
eighties,  as  far  as  I  can  tell. 

There  are  more  effective  ways  to  deliver  real  development.  When 
we  build  a  power  plant  in  a  place  like  India  or  China  we  spend  a 
lot  of  money  on  ancillary  facilities — schools,  medical  facilities, 
roads,  water  supply — and  these  are  facilities  that  benefit  not  sim- 
ply our  employees,  but  the  communities  where  we  are.  You  have 
to  do  it.  That  is  how  the  politics  works.  You  have  to  do  it  in  the 
United  States,  you  have  to  do  it  in  India,  you  have  to  do  it  in  Paki- 
stan. 

We  will  spend  on  our  India  project  about  $30  million  for  ancillary 
facilities  that  are  clearly  development  related.  Enron  spent  close  to 
$100  million.  The  entire  AID  budget  for  India  is  $70  million.  That 
is  an  interesting  comparison,  I  think. 

In  addition,  we  do  a  lot  of  the  heavy  lifting  intellectual  work 
which  builds  the  commercial  infrastructure  and  makes  the  policy 
changes  the  countries  have  to  have.  We  do  it,  we  pay  for  it.  We  will 
spend  $11  million  on  development  in  India  when  we  should  have 
spent  $3  million  if  it  were  a  U.S.  project.  The  additional  $8  million 
is  spent  on  running  our  own  Indian  training  academy  to  get  poli- 
cies changed,  to  get  reforms  made,  and  so  forth,  and  we  are  spend- 
ing our  own  money,  not  AID  money. 

USAID  supporters  argue  that  the  programs  are  preventive  in  na- 
ture. We  have  to  keep  doing  this  level  of  development  assistance 
because  if  we  do  not  the  wheels  will  come  off,  the  country  will  de- 
generate into  ethnic  violence  and  become  a  humanitarian  emer- 
gency, and  then  the  therapeutic  cost  of  repair — which,  of  course,  for 
some  reason  is  a  U.S.  responsibility — will  be  much  higher. 

The  1994  OECD  report  on  development  has  an  interesting  point. 
They  acknowledge  that  prior  to  the  eruption  of  the  crisis  in  Rwan- 
da last  year,  fulW  20  percent — fully  20  percent — of  Rwanda's  GNP 
was  comprised  of  aid.  In  the  1990  to  1992  period  Rwanda  received 
almost  $1  billion  of  development  assistance.  Obviously,  this  failed 
to  achieve  any  noticeable  preventive  effect. 

How  much  money  was  spent  in  Somalia  before  it  came  apart? 
How  much  money  was  spent  in  Yugoslavia  before  it  degenerated 
into  ethnic  tension?  I  cannot  see  that  the  preventive  argument  is 
very  convincing. 

Also,  when  we  look  at  AID  versus  the  finance  agencies,  we  see 
some  remarkable  differences  in  terms  of  efficiency.  Exim  will  ad- 
minister in  fiscal  year  1995  about  $18  billion.  It  will  cost  them  $47 
million  to  do  that,  and  they  have  a  staff  of  458.  OPIC  will  admin- 
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ister  $8.6  billion,  they  get  $24  million  for  operating  costs  and  they 
have  a  staff  of  182,  and  it  is  harder  to  get  through  to  them  on  the 
phone  because  there  are  not  very  many  people  there. 

AID  has  aid  of  $6,983  billion — these  are  1996  numbers,  not 
1995 — but  the  number  comparisons  are  the  same;  overhead  cost  of 
$578  million,  staff  of  almost  8,000. 

The  finance  agencies,  if  you  do  the  division,  administer  each  dol- 
lar of  their  programs  for  about  one-twentieth  the  cost  of  AID.  AID 
is  giving  away  money,  the  other  guys  are  lending  it.  It  is  harder 
to  lend  than  to  give  away.  I  cannot  understand  why  it  costs  20 
times  as  much  per  dollar  to  administer  those  programs. 

When  we  look  at  Asia — if  you  will  just  permit  me  a  couple  of 
other  brief  remarks — there  is  kind  of  a  hierarchy  of  how  far  along 
they  are  in  development.  If  you  look  at  India,  the  Philippines,  Paki- 
stan and  Malaysia,  basically  they  are  far  enough  along.  Private 
power  projects  can  and  have  been  financed  and  are  continuing.  In 
fact,  in  the  Philippines  on  the  island  of  Luzon,  at  least,  private 
power  development  has  been  so  successful  that  not  only  is  there  no 
longer  a  significant  power  shortage — and  I  assure  you,  I  was  there 
3  years  ago  and  there  was  a  shortage  complete  with  8-  to  10-hour 
daily  blackouts — ^but  now  the  Asian  Development  Bank  has  con- 
cluded that  there  may  be  a  temporary  surplus  of  power.  They  are 
slightly  irritated  about  that,  but  frankly,  if  you  go  to  Manilla  I  rec- 
ommend that  you  choose  surplus  over  shortage  because  it  is  hot 
there. 

The  second  group  of  countries  is  Indonesia  and  Thailand.  They 
have  come  a  long  way,  although  deals  have  not  quite  been  done. 
In  neither  case  do  we  think  any  AID  technical  assistance  or  policy 
advice  or  training  seminars  or  trips  to  the  United  States  to  watch 
capitalism  in  action  are  really  very  valuable. 

The  third  group  of  countries  is  not  a  group — it  is  China.  This 
country  has  probably  the  highest  ratio  of  policy  discussion  to  actual 
accomplishment,  as  in  a  lot  of  discussion,  not  much  accomplish- 
ments—although we  do,  in  fact,  have  power  plant  in  China  that  is 
operating.  AID  is  not  allowed  to  be  in  China,  but  the  U.S.  Export- 
Import  Bank,  along  with  the  G7  export  credit  agencies,  are  per- 
forming the  policy  leadership  role.  It  is  really  quite  remarkable. 
They  have  taken  on  the  Chinese  on  key  issues — contract  and  prop- 
erty rights,  regulatory  approvals,  transparency,  legal  system,  dis- 
pute resolution,  and  they  are  doing  so  effectively  because  Exim  has 
what  the  Chinese  need — access  to  money. 

The  last  g^oup  we  would  like  to  point  out  to  you,  is  even  less  far 
along — ^Vietnam,  Sri  Lanka,  Bangladesh,  Laos.  Discussions  are 
really  just  starting.  We  have  made  three  or  four  trips  to  Vietnam. 
We  are  encouraged,  but  we  find  already  private  firms  are  there  in 
visible  presence.  What  we  found  is  that  when  a  country  is  ready 
to  privatize,  they  hire  experts.  They  do  not  ask  for  AID  studies. 

In  Hanoi  you  can  already  find  KPMG/Peat  Marwick,  you  can  find 
Price  Waterhouse;  you  go  to  Ho  Chi  Minh  city,  Deloitte  &  Touche 
is  there.  They  are  ready  when  the  Vietnamese  are  ready. 

The  most  effective  government  assistance  that  can  be  provided 
by  the  Congpress  to  let  private  development  go  ahead  is  sufficient 
lending  and  insurance  capacity  from  OPIC  and  Exim.  We  think  an 
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adequate  level  for  Exim,  1996,  is  $850  million  for  the  subsidy  budg- 
et; and  the  appropriate  number  for  OPIC  is  $110  million. 

If  we  took  just  our  three  companies,  just  in  the  power  sector,  and 
we  looked  at  projects  that  were  reasonably  far  along  in  develop- 
ment, the  three  of  us  can  use  up  a  substantial  portion  of  existing 
OPIC  and  Exim  lending  capacity.  That  is  just  power — that  is  just 
three  companies. 

O.P.I.C.  and  Exim  are  in  much  better  position  than  commercial 
banks  to  deal  with  country  risk  issues  that  are  still  in  here  and 
doing  business  there;  and  these  leadership  agencies  provide  capital. 
We  can  mobilize  the  rest  of  the  funding  necessary.  We  are  not  ask- 
ing for  a  free  ride.  My  company  will  invest  $80  million  in  Pakistan 
when  that  deal  closes.  My  company  will  invest  $130  million  in 
India  when  that  project  closes.  Those  are  big  numbers  for  us.  Our 
gross  revenues  this  year  were  $530  million.  We  have  already  in- 
vested $50  million  of  shareholder  money  in  China. 

In  addition,  we  really  think  it  is  important  that  OPIC  be  treated 
as  Exim  is,  like  an  export  promotion  agency,  not  a  foreign  assist- 
ance entity,  and  thus  be  allowed  to  operate  in  countries  where  it 
makes  commercial  sense  to  do  so,  such  as  China.  Thank  you  very 
much.  I  will  be  happy  to  answer  any  questions. 

[The  prepared  statement  of  Mr.  Hemphill  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you  very  much,  Mr.  Hemphill.  If  it  was 
not  for  the  lateness  of  the  hour  in  the  morning  I  suspect  that  the 
subcommittee  might  be  well  served  by  just  letting  you  three  gen- 
tleman direct  comments  and  questions  at  each  other.  I  suspect  it 
would  be  very  entertaining  and  probably  enlightening,  but  I  think 
we  ought  to  stick  with  the  conventional  approach,  and  I  will  turn 
first  to  the  gentleman  from  California  if  he  has  any  questions  to 
begin. 

Mr.  Berman.  Well,  Mr.  Chairman,  it  was  an  interesting  panel, 
and  Mr.  Hemphill,  since  you  were  just  a  touch  flip  in  order  to  be 
interesting,  you  will  excuse  my  flipness  when  I  say  that  part  of 
your  testimony  reminded  me  of  the  movie  The  Graduate  with  the 
party  where  the  guy  comes  to  the  kid  who  just  graduated  from  col- 
lege and  he  said  it  is  all  in  plastics.  Plastics  is  the  answer.  Power 
plants  is  the  answer.  I  also  enjoyed  your  comments  in  the  context 
of  knowing  that  you  spent  a  substantial  portion  of  your  career  with 
the  probably  longest-running  public  power  subsidized  agency  in  the 
world,  the  Tennessee  Valley  Authority,  but 

Mr.  Hemphill.  I  have  had  to  pay  a  significant  price  for  that. 
[Laughter.] 

Mr.  Berman.  But  I  still  find  it  was  interesting,  and  actually  it 
occurs  to  me  that  there  may  be  some  things  that  do  not  flow  from 
power  plants  or  subsidized  investments  that  are  still  useful  for  the 
stability  of  an  area  and  in  the  long  term  its  education  and  eco- 
nomic growth,  I  think,  though,  that  the  chairman  sort  of  had  the 
right  idea,  and  maybe  I  should  just  ask  either  Dr.  Johnston  or  Mr. 
Getman  to  take  the  rest  of  my  time  to  react  to  a  couple  of  your 
points  because  they  were  interesting  and  provocative. 

Mr.  Johnston.  Well,  I  commend  American  businesses  in  the  de- 
veloping world.  I  think  that  it  is  part  of  the  process.  I  do  not  be- 
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lieve,  however,  it  is  the  total  process  or  the  final  solution.  It  is  a 
part  of  the  process. 

In  the  zone  where  the  project  is  being  built,  be  it  a  dam  or  be 
it  a  power  plant  or  be  it  a  steel  mill  or  whatever  it  is,  I  think  those 
people  who  are  in  that  particular  area  are  very  fortunate;  but  what 
nappens  to  the  person  that  is  500  miles  awayr  How  does  he  or  she 
benefit  other  than  it  is  the  possibility  that  there  is  an  electrical  line 
running  through  where  there  was  not,  or  however. 

Mr.  Herman.  Well,  that  is  a  benefit. 

Mr.  Johnston.  Oh,  definitely.  Definitely  a  benefit,  and  I  think, 
as  I  said  in  my  testimony,  development  assistance  needs  to  be  mar- 
ried with  reform  of  the  economic  and  policy  reform.  One  does  not 
really  work  without  the  other — at  least  does  not  work  effectively. 
And  to  the  degree  that  AES  has  gone  into  India  and  helped  the  In- 
dians improve  the  transition  to  a  market  economic,  they  are  to  be 
saluted  for  that,  as  well  as  Enron,  as  well  as  all  the  others — Coca- 
Cola,  et  cetera. 

But  there  needs  to  be  a  collaboration  not  only  in  the  zone  where 
the  significant  project  is,  but  in  the  rest  of  the  country  because  the 
tide  has  to  lift  all  the  boats,  not  just  some. 

Mr.  Getman.  Mr.  Berman,  I  was  thinking  that  we  live  with  a  dif- 
ferent reality.  It  would  be  wonderful  if  the  great  big  hospital  in  the 
capital  citv  saved  all  the  little  children  out  in  the  rural  areas.  It 
does  terrible  harm  to  do  away  with  all  the  clinics  just  because 
there  is  a  great  hospital  in  the  city. 

My  wife  and  I  were  asked  to  invest  in  AES  10  years  a^o  but  we 
did  not  have  the  money  because  we  had  just  started  our  kids  in  col- 
lege. I  wish  I  had  invested,  in  part  because  I  know  that  AES  gives 
donations  to  agencies  like  CARE  and  World  Vision.  We  have  to  do 
both. 

Mr.  Berman.  Just  take  that  point.  I  mean,  in  a  weird  way — I 
mean,  part  of  your  testimony  was  AID  money  is  leveraged  by  your 
private  donations. 

Mr.  Getman.  Exactly,  and  in  our  case — in  World  Vision's  case, 
excuse  me,  we 

Mr.  Berman,  Maybe  you  can  talk  about  8,000  AID  employees, 
but  what  you  really  should  do  is  add  the  total  donations  and  the 
number  of  care — the  different  organizations 

Mr.  Getman.  That  is  right. 

Mr.  Berman  [continuing].  NGO's,  and  figure  out  that  ration. 

Mr.  Getman.  In  World  Vision's  case  I  am  not  here  because  our 
bread  is  primarily  buttered  by  AID.  I  am  here  because  we  have 
very  effective  collaborative  relationships  with  AID  and  we  multiply 
our  work  many  times  over  with  private  funding.  Less  than  20  per- 
cent of  our  funding  comes  from  U.S.  Government  grants,  and  I 
think  we  have  got  to  keep  all  players  on  the  field,  or  the  little  peo- 
ple are  going  to  get  clobbered;  and  then  I  would  also  say  any  presi- 
dent now  or  in  the  future  is  going  to  have  to  have  a  foreign  assist- 
ance budget  to  carry  forth  his  foreign  policy  priorities.  It  would  be 
ridiculous  to  remove  any  more  than  we  have  already  from  the  pan- 
theon of  tools  that  a  Democrat  or  Republican  President  have  to 
move  things  forward  in  a  country. 

Mr.  Bereuter.  Mr.  Kim,  I  want  to  just  say  to  you,  since  we  have 
only  three  witnesses  and  three  members  here,  I  think  we  will  just 
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break  this  into  a  round  table  here,  so  I  welcome  any  witness  or  any 
member's  interaction  here  for  the  next  10  minutes  or  so.  Any  time 
you  want  to  break  in,  gentlemen,  go  ahead. 

Mr.  Kim.  Thank  you.  I  would  like  to  make  a  comment  and  ask 
a  few  questions.  Mr.  Hemphill,  your  statement  was  excellent.  It 
sort  of  opened  my  eyes,  especially  the  statement  that  you  made  re- 
garding AID  management  costs  which  are  10  times  more  than 
what  AID  is  lending.  That  is  kind  of  shocking  to  me.  Giving  away 
money  costs  more  money  than  lending  it? 

I  wonder  if  there  is  an  accountability  problem.  I  wonder  if  the 
AES  money  has  been  spent  wisely.  It  seems  like  we  are  imposing 
new  burdens  on  other  welfare  programs  overseas.  I  wonder  how 
many  midnight  basketball  courts  have  been  built  using  this  AID 
money. 

For  example,  India,  Dr.  Johnston,  you  mentioned  a  horrifying 
story  that  only  950  million  people  can  read,  but  we  have  been  as- 
sisting India  for  how  many  years?  Forty-some  years? 

Mr.  Johnston.  Yes. 

Mr.  Kim.  Do  we  have  any  track  record?  Are  they  improving  or 
are  we  just  continually  pouring  money  into  a  bottomless  pit?  Do  we 
have  any  accountability?  It  seems  like  every  time  there  is  a  horrify- 
ing story.  Are  we  doing  anything?  We  keep  pouring  money  into 
India  without  any  progress.  Obviously  something  is  wrong  with  the 
program;  just  like  the  welfare  program.  Things  are  not  getting  bet- 
ter. 

Now,  I  have  deep  concerns  about  the  fact  that  only  14  percent 
of  the  population  has  access  to  clean  water  and  63  percent  of  the 
children  are  malnourished.  These  figures  are  about  the  same  as 
those  from  4  years  ago.  What  are  we  doing?  Are  we  keeping  track 
of  this?  Is  the  money  being  spent  effectively?  Are  things  getting 
better?  I  will  address  the  question  to  you,  sir. 

Mr.  Johnston.  Sir,  in  terms  of  India,  one  needs  to  balance  the 
macronumbers  with  population  expansion,  and  the  effort  is  to  slow 
down  the  growth  of  population  because  when  you  have  to  divide 
the  numbers  by  increasingly  larger  population  figures,  you  do  not 
see  a  gain.  However,  if  alternatively  you  did  not  struggle  to  provide 
improvement  and  you  divided  an  increasingly  larger  population 
into  the  same  number,  it  would  be  worse;  so  in  many  cases  stand- 
ing still  in  India  with  the  population  growth  that  it  nas  had  is  an 
achievement.  It  is  not  a  negative. 

Mr.  Bereuter.  Dr.  Johnston,  if  I  could  interject  just  briefly  here, 
I  think  it  was  Secretary  Brown,  perhaps,  who  made  the  point  be- 
fore us  the  other  day  or  perhaps  in  front  of  the  India  caucus  that 
India  today  has  a  larger  middle  class  than  the  United  States. 

Mr.  Johnston.  Than  the  entire  population  of  the  United  States. 

Mr.  Bereuter.  That  is  true.  The  middle  class  is  over  200  million; 
but  in  comparison  the  950  million  people,  you  still  have  a  tremen- 
dous poverty  problem  and  all  the  associated  difficulties. 

Mr.  Johnston.  Right.  You  have  more  children  in  poverty  in 
India  than  in  many  parts  of  the  world  combined. 

Mr.  Kim.  Can  you  give  us  a  percentage  basis  so  we  can  under- 
stand better? 

Mr.  Berman.  Well,  even  that  does  not  work  too  well  since  I 
heard  you  testify  that  Bangladesh,  86  percent  of  the  people  are  in 
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poverty;  and  I  heard  Dr.  Carpenter  testify  that  as  a  result  of  4 
years  of  efforts  including  AID  efforts,  poverty  in  Bangladesh  went 
from  80  percent  to  40  percent. 

Mr,  Bereuter.  We  noticed  that  contrast  here  in  statistics. 

Mr.  Johnston.  But,  Mr.  Berman,  if  you  take  the  country  of  Ban- 
gladesh which  has  120  million  people  on  a  finite  piece  of  property 
which  only  expands  as  a  result  of  the  washing  away  of  soil  in 
Nepal,  you  have  practically  no  natural  resources  in  that  country. 
You  have  an  increasingly  expanding  nonland  ownership  class  in 
Bangladesh.  They  cannot  afford  to  buy  land,  there  is  not  land  for 
them  to  buy. 

Mr.  Berman,  My  only  point  was  I  think  it  is  a  very  legitimate 
quest  to  get  information  about  whether  things  are  working,  but  I 
heard  you  testify  the  rate  of  poverty  in  Bangladesh  is  86  percent 
and  Dr.  Carpenter,  the  AID  person  said,  as  a  result  of  our  work 
poverty  in  Bangladesh  has  gone  from  80  percent  to  40  percent;  so 
is  it  86  percent  or  is  it  40  percent?  And  is  it  a  result  of  our  work? 

Mr.  Johnston.  You  are  correct.  We  should  have  the  same  set  of 
figures  to  work  with.  I  personally  do  not  believe  it  is  important 
whether  it  is  our  work  that  has  resulted  in  it  or  somebody  else's. 

Mr.  Berman.  No,  no.  It  is  very  important.  I  mean,  if,  in  fact, 
Bangladesh's  poverty  has  not  been  reduced  notwithstanding  efforts 
or,  unless  you  want  to  make  the  argument  it  would  have  gotten 
worse  if  we  had  not  made  those  efforts,  which — or  its  poverty  has 
been  reduced  substantially  but  it  had  nothing  to  do  with  our  ef- 
forts, it  had  to  do  with  the  power  plant  or  whatever,  then  that  is 
a  fundamental  question  which  we  have  to  decide  if  are  we  going 
to  spend  taxpayer  money. 

Mr.  Johnston.  I  agree  with  the  way  you  just  phrased  it  that 
time,  but  the  way  you  phrased  it  before,  the  United  States  is  a  coa- 
lition partner  with  a  lot  of  other  donor  bilateral  and  multilateral 
entities  putting  money,  development  assistance,  into  a  wide  variety 
of  countries,  one  of  which  is  Bangladesh;  but  you  and  I  need  to  rec- 
ognize that  Bangladesh  might  be  in  a  category  for  now  until  the 
end  of  time  labeled  significantly  in  poverty.  We  may  never  get 
them  out  of  poverty  entirely.  Can  we  make 

Mr.  Berman.  We  cannot  get  ourselves  out  of  poverty  entirely. 

Mr.  Johnston.  Well,  OK,  That  is  a  reality  of  our  lives,  but  what 
we  need  to  do  is  promote  stability. 

Mr.  Bereuter.  Mr.  Hemphill,  excepting  Eximbank,  OPIC  and 
TDA  expenditures  which  you  say  are  really  not  foreign  assistance — 
and  I  can  agree  with  that  by  a  definition  we  might  establish — what 
is  a  legitimate  role  for  U.S.  foreign  assistance,  if  any?  What  would 
you  think  the  government's  role  is  in  foreign  aid  as  compared  to 
trade  and  development  private  sector  and  nongovernmental  organi- 
zation activities?  Do  we  have  any  common  ground  among  you? 

Mr.  Hemphill.  Let  me  be  very  clear  that  part  of  the  foreign  aid 
set  of  activities  that  we  have  tried  to  focus  on  are  those  which  are 
labeled  in  the  budget  documents  sustainable  development.  We  have 
not  taken  any  position,  nor  would  we  attempt  to  take  a  posi- 
tion  

Mr.  Berman.  You  are  exempts 


Mr.  Hemphill.  No.  Humanitarian  assistance,  child  survival  and 
population  support,  although 
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Mr.  Berman.  You  are  exempting  that  from  your  comments? 

Mr.  Hemphill.  Sure.  I  do  not  nave  a  strong  position  on  any  of 
those  things.  What  I  am  talking  about  is  the  sustainable  develop- 
ment, the  technical  assistance,  the  studies,  the  seminars,  the  trips 
to  the  U.S. — I  mean,  there  was  $9  million  spent  on  that  in  India. 
We  spent  $9  million  ourselves.  We  cannot  see — and  Ms.  Carpenter, 
as  much  as  I  like  her  and  I  have  been  to  dinner  with  her  several 
times,  although  I  doubt  she  will  ever  go  to  dinner  with  me  again 
after  this  testimony — she  argues  there  is  a  direct  link  between  that 
and  $5.5  billion  of  U.S.  investment.  I  will  tell  you  for  sure,  there 
is  no  direct  link  between  that  and  at  least  our  $650  million  in  in- 
vestment. They  have  been  helpful,  they  went  with  us  to  a  couple 
of  meetings,  but  there  is  just  not  very  much  rigor  in  much  of  the 
AID  presentations  about  what  is  cause  and  what  is  effect;  and  it 
is  particularly  true  in  the  sustainable  development  area. 

In  those  areas  where  they  are  attempting  to  reform,  it  is  really 
not  their  fault.  They  are  pushing  a  string.  People  with  money  are 
much  better  at  reforming  these  institutions.  That  is  what  we  are 
saying.  We,  the  World  Bank  type  people,  Exim,  OPIC — those  sorts 
of  things. 

Mr.  KIM.  Thank  you.  Let  me  ask  just  a  hypothetical  question  to 
you.  If  we  stop  this  AID  program  for  India  today,  as  an  example, 
what  would  happen  to  India?  I  ask  the  question  to  Mr.  Hemphill 
and  then  to  Dr.  Johnston.  Are  they  going  to  become  nonexistent? 
What  is  going  to  happen? 

Mr.  Hemphill.  Well,  the  only  thing  I  can  comment  on  with  any 
authority  is  the  portion  of  the  $70  million  which  is  devoted  to  sus- 
tainable development,  although  I  believe  this  year  the  name  has 
been  changed  to  economic  growth.  As  far  as  we  can  tell,  if  you  stop 
that  tomorrow,  nothing  would  happen.  The  rest  of  the  population 
programs  and  health,  I  cannot — I  do  not  have  a  strong  opinion. 

Mr.  Kim.  Dr.  Johnston. 

Mr.  Johnston.  We  obviously  do  not  agree  that  nothing  would 
happen.  There  would  be  a  slowdown  in  the  improvement  of  the 
quality  of  life  of  India's  poorest  people.  How  that  translates  into 
tne  economic  growth  that  India  is  experiencing  and  whether  it 
would  slow  that  economic  growth  down,  I  believe  it  would.  How 
much,  I  do  not  know;  but  there  clearly  has  to  be  a  correlation  be- 
tween the  well  being  of  the  lowest  quadrant  of  a  society  and  how 
the  upper  three  quadrants  live. 

Mr.  Kim.  People  in  this  country,  only  a  few  blocks  from  here,  live 
in  substandard  conditions  right  now,  what  about  them? 

Mr.  Johnston.  They  need  to  be  assisted  to  stand  on  their  own 
two  feet  and  contribute  to  society  like  others. 

The  projects  that  voluntary  agencies  run  in  the  Third  World  are 
not  give-away  projects.  They  are  projects  that  help  create  com- 
petence, help  create  skills,  help  people  to  help  themselves.  We  do 
not  give  things  away. 

Mr.  Getman.  Mr.  Kim,  may  I  respond  to  that  point,  too? 

Mr.  Kim.  I  am  a  little  confused.  Yes. 

Mr.  Getman.  I  can  assure  you — and  we  can  bring  you  statistics 
from  both  of  our  agencies  to  back  this  up — that  this  is  not  an  inter- 
national welfare  program  we  are  talking  about;  and  the  sustainable 
development  part  of  the  AID  budget  that  we  access,  at  least,  is 
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used  for  capacity  building  in  the  field,  and  I  have  seen  enormous 
changes  in  my  years  of  involvement  both  when  I  was  a  Senate 
staffer  and  now  that  I  am  an  executive  in  one  of  the  larger  agen- 
cies. I  have  seen  enormous  changes  in  the  capacity  of  people  to 
take  care  of  their  own  business  in  the  field. 

We  are  not  gray-haired,  old  British  altruists  who  are  just  going 
out  and  handing  out  money.  What  our  intention  is,  is  to  use  every 
tool  available  to  us  to  empower  people  in  the  developing  countries 
to  do  what  we  have  seen  in  Taiwan  and  South  Korea  and  to  help 
people  set  their  own  course  and  develop  their  own  dignity.  We  do 
not  impose  these  programs  on  people;  we  make  them  available  and 
let  them  choose,  and  it  is  amazing  how  they  have  come  in,  in  many 
ways,  to  the  twentieth  century  ahead  of  some  of  our  programs  in 
the  United  States. 

I  really  believe  that  a  lot  of  the  lessons  that  can  now  be  shared 
with  the  people  you  talk  about  in  this  neighborhood  are  going  to 
be  shared  most  effectively  by  people  in  the  rural  areas  and  the 
townships  of  South  Africa,  in  the  areas  of  Taiwan  that  I  went  to 
see  in  1980  that  now  are  burgeoning,  from  people  in  South  Korea. 

Do  you  know  that  there  are  more  people  coming  from  South 
Korea  to  help  here  in  the  religious  community,  in  the  development 
community  than  we  are  sending  to  other  places  in  the  world. 

So,  you  know,  it  goes  both  ways.  We  have  got  to  stay  at  the  table 
and  be  people  who  follow  our  moral  compass,  too. 

Mr.  Bereuter.  I  think  some  of  you  have  lunch  plans.  It  has  been 
a  very  enlightening  discussion,  and  your  testimony  is  much  appre- 
ciated. 

I  just  wanted  to  raise  one  subject  that  I  hope  you  might  be  stim- 
ulated to  contact  me  on.  There  are  plenty  of  proposals  to  eliminate 
AID  at  this  point,  to  reorganize  State,  to  subsume  AID,  USIA  and 
some  other  components  within  the  State  Department.  There  is  a 
proposal  to  us  to  move  the  AID  function  to  a  foundation,  which  I 
think  is  a  strikingly  bad  idea  that  needs  to  be  examined  in  the 
public  forum  as  soon  as  possible  because  it  establishes  an  autono- 
mous board.  I  have  no  faith  at  all  that  they  will  address  U.S.  na- 
tional interest  from  such  an  isolated  position,  but  I  think  there  is 
a  prospect  that  we  may  see  some  efforts,  not  only  in  the  Senate 
where  it  is  quite  clear,  but  in  the  House  to  restructure  these  agen- 
cies, perhaps  to  eliminate  them  or  do  more  than  refine  and  change 
them  in  the  State  Department  authorization  bill.  So,  this  could  be 
upon  us  very  quickly,  and  I  would  welcome  any  kind  of  comments 
that  you  gentlemen  might  have  individually  on  the  record  or  off  the 
record,  and  just  open  that  invitation  to  others  who  might  be  in  the 
audience  here  today. 

Thank  you  very  much  to  the  subcommittee  members  and  espe- 
cially to  our  witnesses  on  both  panels.  It  has  been  an  excellent 
hearing.  Subcommittee  stands  adjourned. 

[Whereupon,  at  12:06  p.m.,  the  subcommitte  was  adjourned.] 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

U.S.  foreign  assistance  programs  in  Asia  are  a  vital  tool  for  promoting  American 
interests  and  foreign  policy  concerns  in  the  region.  American  leadership  through  foreign 
assistance  is  helping  create  the  markets  of  the  future  for  the  United  States,  promoting 
regional  security  and  addressing  pressing  global  concerns. 

The  U.S.  Agency  for  International  Development  (USAID)  is  better  positioned  than 
ever  to  promote  U.S.  national  interests  in  Asia.    In  the  last  18  months,  USAID  has  put 
sweeping  reforms  in  place.   The  agency  has  announced  the  closing  of  21  missions,  reduced 
total  staff  by  over  1 ,200  people,  reduced  project  design  time  by  75  percent,  fully  integrated 
state-of-the-art  financial  management  systems,  completed  an  agencywide  rightsizing  effort, 
and  dramatically  opened  up  its  procurement  process.    USAID  is  proud  to  be  one  of  the  lead 
agencies  in  Vice  Ptesident  Al  Gore's   National  Performance  Review. 

USAID's  sustainable  development  programs  in  Asia  contribute  directly  to  opening 
some  of  the  world's  fastest-growing  markets  for  the  United  States.    U.S.  exports  to 
developing  Asia  increased  by  a  remarkable  45  percent   between  1989  and  1993.    During  this 
period,  exports  to  Indonesia  surged  from  $1.3  billion  to  $2.8  billion;  for  Thailand,  exports 
increased  from  $2.3  billion  to  $3.8  billion,  and  for  the  Philippines,  they  rose  from  $2.2 
billion  to  $3.5  billion.     The  United  States  now  exports  more  to  South  Korea  in  just  one 
year,  than  we  ever  gave  that  nation  in  assistance  during  the  1960s  and  '70s. 

USAID  assistance  paves  the  way  for  stronger  economic  relations  with  the  nations  of 
Asia  through  regulatory  reform,  lowering  barriers  to  trade,  encouraging  transparency  in 
markets,  and  assisting  nations  in  privatization,  decentralization  and  building  their  social 
capacities.    USAID's  unique  mandate  complements  that  of  other  U.S.  agencies  in  the  region, 
such  as  Commerce,  OPIC,  the  Export-Import  Bank,  and  the  Department  of  Energy.   While 
these  agencies  focus  primarily  on  promoting  specific  U.S.  business  deals,  USAID  provides 
the  technical  assistance  necessary  to  develop  stable,  free  market  economies  and  democratic 
societies.  Asia  boasts  a  number  of  impressive  economic  performers,  but  social  and  economic 
development  in  the  region  remains  uneven.  Many  countries  in  Asia  still  have  a  ways  to  go 
before  they  can  sustain  growth  rates  and  achieve  the  goal  of  all  of  USAID's  programs  -  to 
graduate  beyond  the  need  for  assistance. 

President  Clinton's  vision  of  a  new  "Pacific  Community"  of  shared  prosperity, 
security,  and  freedom  builds  on  Asia's  vast  human  and  natural  resources.    It  is  clear  to  all 
that  an  economically  healthy  Asia  means  jobs  and  prosperity  here  at  home.   Today,  U.S. 
trade  flows  across  the  Pacific  are  50  percent  greater  than  across  the  Atlantic,  and  U.S. 
exports  to  Asia  account  for  about  2.9  million  American  jobs.    Expanding  economies  and 
growing  consumer  demands  in  Asia  are  creating  ever-greater  opportunities  for  American 
companies,  particularly  in  sectors  such  as  environmental  technology  and  infrastructure  needs. 
With  technical  assistance  from  USAID,  many  countries  in  the  region  are  opening  their 
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economies  to  private  and  foreign  investment.  In  Asia,  new  infrastructure  projects  alone  are 
projected  to  surpass  $S  trillion  by  the  year  2003.  In  India,  reforms  supported  by  USAID  are 
creating  a  market  for  private  investment  in  power,  telecommunications,  and  transport  valued 
at  $100-$200  billion  in  the  next  five  years. 

An  Integrated  Approach  to  Sustainable  Development 

There  is  no  guarantee,  however,  of  sustained  economic  growth  in  Asia  or  of  broader 
access  of  U.S.  goods  and  services  to  Asian  markets.   Unattended,  Asia's  exponential 
population  growth,  persistent  poverty,  worsening  environmental  conditions,  and  weak  social 
infrastructure  will  threaten  both  economic  growth  and  political  stability  in  the  region.    There 
is  a  clear  need  to  addresses  the  factors  that  undeipin  growth:   policy  and  regulatory  reform, 
effective  health  and  family  planning  systems,  environmental  protection,  and  building 
democratic  institutions. 

Asian  economic  success  has  too  often  been  achieved  at  the  expense  of  political 
reform  and  human  rights.   USAID  is  helping  existing  democracies  like  Bangladesh,  Sri 
Lanka  and  the  Philippines  broaden  participation.   USAID  encourages  authoritarian  societies 
like  Indonesia  to  move  toward  more  accountable  governance.   USAID  is  also  helping  foster 
new  democracies  in  Cambodia,  Mongolia  and  Nepal.   Failure  to  consolidate  democratic 
gains  in  the  region  could  jeopardize  important  economic  and  social  gains. 

USAID  is  also  addressing  rapid  population  growth  in  Asia.   According  to  the 
Population  Reference  Bureau,  the  population  of  Asia,  excluding  China,  is  expected  to  double 
in  the  next  35  years.   A  1994  Overseas  Development  Council  study  identified  the  vicious 
cycle  of  rapid  population  growth  and  institutional  failure  as  a  root  cause  of  stalled  economic 
development.   The  World  Bank  noted  that  a  significant  negative  correlation  exists  between 
population  growth  and  the  growth  of  per  capita  income.   Good  economic  policies  and  sound 
family  planning  measures  are  indeed  complementary.   Current,  rapid  population  growth  rates 
are  draining  precious  resources  from  these  economies.   At  current  population  and  growth 
rates,  Pakistan  will  need  an  estimated  43  years  to  achieve  the 
standard  of  living  Thailand  already  has  achieved. 

The  generally  low  status  of  women  also  presents  a  major  challenge  in  Asia. 
Improvements  in  women's  status  are  widely  acknowledged  to  be  linked  to  parallel 
improvements  in  fertility  rates,  household  income,  and  child  mortality  -  all  integral  factors 
in  supporting  sustained  economic  growth.    Maternal  mortality  rates  in  seven  countries 
(Bangladesh,  Cambodia,  India,  Indonesia,  Laos,  and  Nepal)  remain  among  the  highest  in  the 
world.   Women  also  lag  behind  men  in  access  to  educational  and  economic  opportunities  in 
Asia.   USAID-funded  projects  in  Bangladesh  and  Nepal  have  highlighted  the  role  of  female 
education  and  employment  in  lowering  fertility. 

Major  health  threats  such  as  the  HTV/AIDS  pandemic  also  threaten  to  undermine 
economic  and  social  development  in  Asia.  In  1993,  the  greatest  worldwide  increases  in  the 
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incidence  of  HIV/ AIDS  occurred  in  Asia.    At  current  rates,  Asia  may  surpass  Africa  in 
cumulative  number  of  infections  by  the  end  of  the  decade.    In  Thailand  alone,  the  direct  and 
indirect  costs  of  the  AIDS  epidemic  may  surpass  $8  billion  by  the  year  2000. 

Asia  is  experiencing  dramatically  increased  pressures  on  its  natural  environment  as  a 
result  of  population  pressures  and  economic  expansion.    Growing   pollution  problems  have 
accompanied  rapid  growth,  especially  in  urban  areas.   The  percentage  of  the  region's  people 
living  in  urban  areas  will  increase  to  over  50  percent  by  the  year  2025.    Eleven  of  the 
world's  25  megacities  (10  million  or  more  inhabitants)  will  be  in  Asia.    In  India  alone,  there 
will  be  more  than  40  cities  with  one  million  or  more  inhabitants.    Asia  now  produces  over  30 
percent  of  the  total  carbon  dioxide  emissions  of  developing  countries  and  approximately  15 
percent  of  worldwide  emissions.     Continued  economic  growth  demands  more  efficient  and 
sustainable  use  of  the  region's  increasingly  scarce  natural  resources. 

Asian  Needs  and  American  Interests:   The  Indian  Example 

USAID  programs  benefit  both  the  country  receiving  assistance  and  the  United  States. 
India  offers  a  wonderful  example.   To  sustain  its  development,  India  needs  much  more 
energy  than  its  current  limited  and  highly  polluting  power  generation  infrastructure  can 
produce.    In  res{>onse,  USAID  is  promoting  more  efficient  and  environmentally  sound 
technologies  in  India.   As  a  result,  U.S.  power  companies  are  now  developing  privately 
financed  projects  valued  at  some  $5.5  billion  in  India.   Given  the  mutual  benefit  derival  by 
India  and  the  U.S.  from  investment  in  power  generation,  pollution  prevention  and 
management,  USAID  will  continue  its  support  for  environmental  concerns.    This  support  will 
principally  be  to  the  power  sector,  as  a  means  to  enhance  the  prospects  for  growth,   foreign 
investment  and  for  a  better  environment. 

USAID  has  helped  India  mobilize  private  capital  for  its  long-term  development.  Ten 
venture-capital  firms  have  been  established,  and  numerous  U.S.  enterprises  have  been  linked 
in  joint  ventures  with  Indian  partners,  after  USAID  demonstrated  the  utility  of  a  venture 
capital  market  in  generating  resources  and  financing  enterprises.    USAID  has  also  helped 
India  establish  an  over-the-counter  exchange  for  smaller  companies  and  a  municipal  bond 
market.   USAID  also  works  with  Indian  organizations  to  strengthen  oversight  of  securities 
markets,  making  them  safer  and  more  attractive  for  Indian  and  U.S.  investors. 

India's  rapid  population  growth  continues  to  undermine  its  economic  and  social 
progress.   The  literacy  rate  has  risen  from  18  percent  to  57  percent  since  Independence,  but 
because  of  population  growth,  there  are  50  million  more  illiterate  people  today.    After  years 
of  looking  inward  in  their  approach  to  family  planning,  India  has  engaged  the  United  States 
in  what  is  now  the  largest  family  planning  project  USAID  has  ever  undertaken.   This  activity 
is  being  carried  out  through  U.S.  and  Indian  non-governmental  organizations.     It  aims  to 
reduce  family  size  in  north  India,  where  women  average  five  children  each,  by  increasing 
contraceptive  use  and  decreasing  child  mortality.   Family  planning,  and  maternal  and  child 
health  services  will  be  expanded  in  northern  India  where  the  problems  are  still  acute. 


51 


India  and  US  AID  are  working  to  protect  the  sub-continent's  biodiversity  resources. 
Species  loss  not  only  depletes  India's  natural  environment  but  also  robs  the  United  States  of 
an  important  source  for  technological,  medical  and  other  scientific  breakthroughs. 

The  US  AID  program  in  India  today  shows  how  U.S.  foreign  assistance  is  helping 
India  foster  economic  growth  and  social  progress  while  at  the  same  time  offering  major 
benefits  to  U.S.  commercial  interests  and  promoting  regional  stability. 

The  Cambodian  Case  Study 

USAID's  relatively  new  program  in  Cambodia  demonstrates  how  U.S.  assistance 
programs  offer  vital  support  to  U.S.  foreign  policy  goals.   USAID  assistance  has  been 
crucial  to  Cambodia's  transition  to  a  market  democracy  following  decades  of  war  and 
deprivation.   After  the  signing  of  the  Paris  peace  accords  in  October  1991,  USAID  supported 
the  repatriation  of  360,000  Cambodian  refugees  from  the  Thai  border  and  helped  de-mine 
rural  secondary  roads  necessary  for  the  integration  of  rural  areas  into  the  national  economy. 
USAID  also  supported  health,  community  development,  and  food  assistance  initiatives.    AH 
of  these  steps  have  helped  advance  the  United  States'  interest  in  promoting  regional  security 
in  Asia. 

In  preparation  for  Cambodia's  first  free  elections  in  1992,  American  nongovernmental 
organizations  received  USAID  support  to  train  Cambodia's  20  political  parties  in  17  of  21 
provinces.   This  was  a  difficult  task  given  a  largely  illiterate  population,  poor 
communications  and  infrastructure,  and  intimidation  by  the  Khmer  Rouge.   After  the 
elections,  USAID  funded  more  NGO  training  for  SO  of  the  120  members  of  the  new  National 
Assembly. 

Despite  its  remarkable  achievements  in  a  short  period  of  time,  Cambodia  still  faces 
tremendous  challenges  in  managing  its  political,  economic,  and  social  development.   In  FY 
1996,  USAID  will  continue  to  support  emerging  democratic  institutions,  particularly  the 
parliament;  encourage  the  development  of  an  independent  judiciary,  support  a  legal 
framework  that  will  facilitate  foreign  investment  and  trade;  strenr  then  civic  society  through 
indigenous  NGOs;  and  address  immediate  humanitarian  needs,   in  addition,  USAID  will 
begin  to  provide  technical  assistance  to  strengthen  government  institutions  to  improve  the 
delivery  of  health  services,  to  implement  rational  environmental  policy,  and  to  initiate  a 
nationad  teacher  training  program.   USAID  will  continue  to  play  a  catalytic  role  among 
donors  as  Cambodia  begins  to  address  its  longer  term  development  needs. 

The  Bangladesh  Case  Study 

Once  written  off  as  a  development  "basket  case,"  Bangladesh  has  made  remarkable 
progress  in  grappling  with  rapid  population  growth  rates,  staggering  poverty,  and  ever- 
growing demands  for  food.   Food  production  increased  because  of  USAID's  support  for 
fertilizer  marketing,  pricing  reforms,  and  new  agricultural  technologies,  and  today 
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Bangladesh  is  self-sufficient  in  rice  production.   With  USAID  support,  birth  rates  have 
dropped  dramatically.   The  average  Bangladeshi  woman  will  now  have  27  great 
grandchildren  instead  of  216. 

The  percentage  of  Bangladeshis  living  in  poverty  has  declined  from  80  to  40  percent 
during  the  period  of  USAID  assistance.    Some  of  this  success  has  grown  out  of  expanded 
grass-roots  participation  in  the  economy,  particularly  by  women.   More  than  160,000  people 
have  benefitted  from  USAID's  Women's  Enterprise  Development  Project,  which   has  created 
or  expanded  small  businesses  such  as  rickshaw  repair,  tailoring,  and  craftmaking.   Another 
30,000  farmers  ~  80  percent  of  whom  are  women  ~  have  also  gained  new  skills  and  income 
from  fish  pond  culture  through  USAID's  Agricultural  Research  Project.   Throughout 
Bangladesh,  people  are  demanding  more  goods  and  more  imports.   Commercial  imports  of 
U.S.  wheat,  for  example,  now  average  $50  million  per  year. 

Bangladesh  is  more  self-reliant  in  preparing  for  and  managing  the  floods,  cyclones, 
and  other  natural  disasters  that  plague  the  country.    Bangladesh  used  to  rely  heavily  on 
massive  humanitarian  assistance  from  the  United  States  and  other  countries.    USAID  assisted 
the  government  in  disaster  preparedness,  including  building  cyclone  shelters,  prepositioning 
food  stocks,  and  improving  monitoring  and  emergency  communications  capabilities.    As  a 
result,  Bangladesh  is  now  handling  many  of  the  chronic  natural  disasters  that  used  to  require 
U.S.  humanitarian  assistance  with  its  own  resources. 

Bangladesh  still  faces  major  development  challenges,  but  Bangladeshis  have  seen 
demonstrable  improvements  in  their  quality  of  life,  and  the  government  is  moving  in  the 
direction  of  less  donor  dependence.    In  FY  1996,  USAID  will  maintain  its  focus  on 
population  growth   —  expanding  delivery  of  services  through  private  channels  —  building 
democratic  institutions,  and  increasing  employment  and  food  security. 

The  Indonesian  Case  Study 

Indonesia  is  another  country  whose  development  prospects  were  judged  by  experts  in 
the  1960s  to  be  quite  poor.    Yet,  consistent  support  by  USAID  in  economic  reform, 
education,  population,  and  health  have  contributed  to  remarkable  progress.    USAID 
assistance  is  now  helping  craft  commercial  business  and  taxation  codes.   Greater 
transparency  of  policies  and  law  in  Indonesia  will  level  the  playing  field  for  American 
investors.   New  Indonesian  codes  drawn  from  U.S.  models  and  experience  will  make  it 
easier  for  U.S.  business  to  understand  and  expand  operations  in  this  growing  market. 

The  U.S.  Commerce  Department  has  designated  Indonesia  as  one  of  the  10  "big 
emerging  markets"  for  the  Administration's  national  export  strategy.     In  FY  96,  USAID  will 
continue  to  focus  on  opportunities  to  provide  highly  targeted  technical  assistance  for 
promoting  laws  and  policies  which  open  Indonesia's  economy   and  promote  growth.   In 
addition,  USAID  will  continue  and  expand,  if  possible,  its  support  to  non-governmental 
organizations  that  promote  civil  society,  advocate  for  reform  and  promote  human  rights. 
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Indonesia  will  also  remain  a  priority  country  for  support  to  protect  tropical  biodiversity,  and 
to  expand  and  improve  energy  production  and  management. 

U.S.  -  Asia  Environmental  Partnership 

In  an  era  of  limited  resources  and  new  alliances,  USAID  is  changing  the  way  it  does 
business  and  developing  new  ways  to  promote  environmental,  commercial  and  development 
interests.   To  that  end,  USAID  has  established  an  innovative  mechanism,  the  United  States- 
Asia  Environmental  Partnership  (US-AEP),  to  promote  partnerships  between  U.S.  and 
developing  country  private  companies,  governments  and  nongovernmental  organizations  to 
transfer  environmental  technologies  and  practices.    Based  on  market  principles,  this 
mechanism  has  already  helped  position  U.S.  environmental  technologies  for  export  to  10 
countries  through  sales,  joint  ventures  and  licenses.   These  new  opportunities  for  U.S. 
businesses  are  valued  at  over  $400  million. 

For  example,  in  1993,  the  Los  Angeles  Local  Development  Corporation,  the 
California  Energy  Commission,  the  City  of  Los  Angeles,  and  the  California  Economic 
Commission  matched  a  US-AEP  grant  of  $20,000  with  their  own  $79,000,  to  bring  14  key 
Indian  energy  executives  to  the  United  States  to  meet  with  U.S.  environmental  and  energy 
firms  and  visit  wind  farms  and  solar  generating  facilities.   This  contact  with  over  200 
California  energy  firms  led  to  $360  million  in  signed  contracts,  and  the  potential  for  $2.8 
billion  in  future  energy-efficient  projects  in  India.   Prospects  for  technology  transfer  in  other 
areas  range  upwards  of  $5  billion  over  the  next  five  years.  USAID  collaborates  with  15  other 
Federal  agencies  and  scores  of  state  and  local  governments  through  US-AEP.     The  US-AEP 
mechanism  helps  the  partners  to  leverage  each  other's  resources,  expand  the  scope  of  their 
activities  throughout  the  Asia  region,  and  pursue  their  commercial  and  technical  interests 
within  a  more  receptive  policy  environment. 

USAID  is  increasingly  relying  on  the  transfer  of  ideas  and  technologies  in 
development.   The  transfer  of  ideas,  or  technical  assistance,  produces  impressive  results  at 
low  cost,  especially  compared  to  large  infrastructure  projects.   Given  the  continuing  demand 
for  American  expertise,  it  also  helps  maintain  U.S.  influence  and  advance  trade 
opportunities,  even  though  fewer  U.S.  development  resources  are  being  devoted  to  the 
region. 

The  FY  1996  Budset  Request 

In  support  of  U.S.  foreign  policy  objectives  in  Asia,  USAID  is  requesting 
$  340.4  million  for  Development  Assistance  (DA),  $  72.3  for  Economic  Support  Fund 
(ESF),  and  $  106.9  for  food  assistance  for  FY  1996,  for  a  total  of  $  519.6  million.   This 
request  represents  a  continuation  in  the  decline  of  economic  and  food  assistance  to  Asia  over 
the  past  five  years. 


54 


Food  aid  reductions  from  prior  year  requests  result  primarily  from  substantially 
improved  food  security  situations  in  India,  Bangladesh,  Indonesia  and  the  Philippines,  as  well 
as  competing  needs  for  emergency  food  aid  in  other  regions  of  the  world.     ESF  cuts  result 
largely  from  the  closure  of  the  mission  in  Pakistan,  and  the  termination  of  the  bases 
agreement  in  the  Philippines  which  eliminated  both  ESF  funding  and  the  special  funding   for 
the  Philippines  (the  Multilateral  Assistance  Initiative).   The  closure  of  USAID  missions  for 
the  South  Pacific,  Afghanistan,  Pakistan,  and  Thailand  have  also  contributed  to  reduced 
overall  assistance  levels  in  Asia  over  the  last  two  years.     Significant  reduction  in  these  levels 
will  threaten  the  United  States'  leadership  position  in  the  world  and  will  directly  compromise 
U.S.  interests  in  Asia. 

Pakistan  and  Afghanistan  present  two  exceptional  cases.    Consistent  with  the  Pressler 
Amendment,  the  Pakistan  program  has  received  no  new  funding  since  Fiscal  Year  1990,  with 
the  exception  of  funds  provided  for  monitoring  Pakistan's  national  elections  in  1993.    All  but 
a  few  residual  activities  in  Pakistan  have  already  been  brought  to  an  orderly  termination,  and 
USAID's  mission  in  Islamabad  will  close  this  summer.    Nonetheless,  USAID  plans  a  new 
activity  for  Pakistan  in  FY  1995,  authorized  under  a  waiver  in  Section  550  of  the  Foreign 
Assistance  Appropriations  Act  of  1995.   To  implement  a  commitment  that  Vice  President 
Gore  made  to  Prime  Minister  Bhutto,  USAID  will  help  nongovernmental  organizations 
improve  services  in  maternal  health,  child  survival,  girls'  education,  and  family  planning. 
No  USAID  staff  presence  in  Pakistan  will  be  required  to  implement  or  monitor  this  new 
effort. 

USAID's  Afghanistan  cross-border  program  closed  at  the  end  of  FY  1994.   The 
Secretary  of  State  approved  this  decision  because  the  continuing  civil  war  in  Afghanistan 
made  in  impossible  to  deliver  assistance  efficiently  and  effectively  from  Pakistan,  or  inside 
Afghanistan.   Two  grants  to  the  United  Nations  have  continued  beyond  the  close-out  date, 
one  to  support  mine  detection,  and  one  for  child  immunization.   In  December  of  1994, 
USAID's  Office  of  Foreign  Disaster  Assistance  gave  grants  totalling  just  over  $1  million  to 
the  International  Committee  of  the  Red  Cross  and  CARE,  for  winter  emergency  assistance  to 
displaced  victims  of  the  Afghan  conflict.    Although  we  have  not  requested  funding  for 
Afghanistan  in  FY  1996,  we  will  continue  to  monitor  the  situation  there  carefully. 

In  closing,  USAID  programs  play  a  significant  role  in  promoting  U.S.  economic 
security  by  fostering  fair  and  open  competition  in  the  large  Asian  markets.   The  one  half  of 
one  percent  that  the  United  States  invests  in  economic  and  humanitarian  assistance  abroad  is 
not  philanthropy  ~  it  is  a  direct  investment  in  America's  economic  and  political  future. 
Foreign  assistance  is  a  small  price  to  pay  to  prevent  crises,  foster  democracy  and  fuel  our 
own  economic  growth.  We  should  not  abdicate  America's  leadership  role  abroad,  and  to  do 
so,  would  hurt  our  own  country  as  much  as  any  other. 

Thank  you. 
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Margaret  V. W.  Carpenter 


Assistant  Administrator  for  Asia  and  the  Near  East 
U.S.  Agency  for  International  Development 


Margaret  V.W.  Caipenter  was  sworn  in 
as  assistant  administrator  for  Asia  and  the 
Near  East  of  the  U.S.  Agency  for  Interna- 
tional Development  (USAID)  on  Oct  8, 
1993.  USAID  is  the  government  agency  that 
administers  economic  and  humanitarian 
assistance  worldwide. 

Ms.  Carpenter  came  to  USAID  from 
the  White  House,  where  she  served  as  the 
associate  director  of  presidential  personnel, 
with  responsibility  for  identifying  candidates 
for  presidential  appointments  in  the  interna- 
tional agencies.  She  also  worked  with  the 
Clinton-Gore  transition  team. 

Before  coming  to  Washington,  Ms. 
Carpenter  scived  from  1990  to  1993  as 
director  of  public  affairs  at  the  Asia  Founda- 
tion in  San  Francisco,  a  private  grant-making 
organization  with  development  projects 
throughout  Asia.  From  1986  to  1989,  she 
was  an  independent  consultant  in  communi- 
cations and  intemational  affairs.  Her  clients 
included  the  Ford  Foundation,  Levi  Strauss 
&  Co.  and  the  Worid  Forum  of  Silicon  Valley. 

Ms.  Caipenter  worked  in  the  private 
sector  from  1983  to  1986.  first  as  director  of 
communications  for  Baldwin-United 
Corporation  in  New  York  and  later  as 


director  of  communications  and  public 
affairs  for  the  Pacific  Division  of  MQ 
Telecommunications  in  San  Francisco. 

From  1982  to  1983,  Ms.  Carpenter  was 
the  deputy  director  of  the  Joint  Voluntary 
Agency  in  Thailand,  a  State  Department- 
funded  non-profit  organization  res{x>nsible 
for  screening  Indochinese  refugee  applicants. 
From  1979  to  1981,  she  served  as  assistant 
U.S.  coordinator  for  congressional  and 
public  affairs  in  the  Office  of  the  U.S. 
Coordinator  for  Refugee  Affairs  in  the  State 
Department. 

Ms.  Caipenter  also  has  worked  for  the 
U.S.  Aims  Control  and  Disarmament 
Agency,  the  Carnegie  Endowment  for 
Intemational  Peace,  the  U.S.  Senate  Intelli- 
gence Comminee  and  the  Rand  Coiporation. 

Ms.  Caipenter  was  bom  in  Los  Ange- 
les, California.  She  atteiKled  Stanford 
University  and  received  a  bachel^'s  degree 
in  history  and  a  master's  degree  in  political 
science  firam  the  University  of  California, 
Berkeley.  She  also  received  a  Certificate  of 
Political  Studies  Ax)m  die  Institut  d'Etudes 
Politiques  in  Paris. 

Ms.  Carpenter  lives  in  Washington,  D.C, 
with  her  husband,  Chas.  W.  Freeman,  Jr. 
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Mr.  Chairman  and  distinguished  members  of  the  Subcommittee,  thank  you  for  this 
opportunity  to  present  testimony. 

I  am  Philip  Johnston,  President  of  CARE.  CARE  is  the  largest  private  non-sectarian  relief 
and  development  organization  in  the  world,  helping  the  developing  world's  poor  in  their 
efforts  to  achieve  social  and  economic  well-being.  CARE  currently  operates  in  61 
countries  worldwide,  13  in  Asia  and  the  Pacific. 

Over  the  next  year  CARE  will  celebrate  its  50th  Anniversary,  taking  this  opportunity  to 
reflect  on  an  experiment  that  not  only  worked,  but  that  has  since  grown  into  an  American 
institution.  The  "CARE  Package"  was  the  beginning  of  that  experiment—one  that  would 
revolutionize  the  ways  in  which  Americans  demonstrated  their  compassion  for  others— 
and  that  would  show  the  world  that  individuals  can  and  want  to  make  a  difference  in  the 
lives  of  people  in  need. 

The  results  of  that  experiment  are  a  testament  to  what  is  best  about  our  country  and  its 
citizens:  Compassion,  optimism,  and  a  willingness  to  put  ideas  into  action.  Across  five 
decades,  35  million  Americans  have  supported  CARE,  entrusting  to  us  their  hopes  for  a 
better  world.  With  additional  support  from  U.S.  government,  particularly  through 
USAID,  and  other  institutions,  we  have  turned  these  hopes  into  $7  billion  in  programs 
reaching  more  than  one  billion  people  in  121  countries.  Furthermore,  this  unique  public- 
private  partnership  has  brought  muhiple  benefits  back  to  the  United  States. 

CARE  is  one  of  many  private  voluntary  organizations  working  in  Asia,  delivering 
assistance  to  people  who  need  it  most.  Today,  the  "CARE  Package"  we  deliver 
encompasses  programs  in  disaster  relief,  small  business,  primary  health  care,  nutrition, 
agriculture,  natural  resource  management  and  family  planning.  All  these  programs  are 
built  on  50  years  of  experience  that  began  with  a  promise:  That  through  CARE, 
Americans  could  make  the  worid  a  better  place.  CARE's  work  in  Asia  exemplifies  the 
fiilfillment  of  that  promise  and  the  renewed  commitment  to  continue  that  work. 


This  morning  I  would  like  to  do  two  things. 


•  First,  describe  how  U.S.  development  assistance  through  private  voluntary 
organizations  such  as  CARE,  has  made  an  impact  in  a  number  of  countries  in  Asia. 

•  Second,  highlight  the  importance  of  the  public-private  partnership  to  our  work  and  the 
multiple  benefits  it  has  brought  to  the  U.S.  Without  this  partnership,  our  ability  to 
make  an  impact  would  have  been  greatly  diminished.  This  is  particulariy  true  today. 

Asia;  American  Support  Needed  Now  More  Than  Ever 

Asia  is  a  faraway  place,  and  its  successes  and  failures  seem  remote  from  everyday 
existence  in  the  United  States.  But  in  a  world  that  is  increasingly  interdependent  both 
economically  and  environmentally,  we  cannot  afford  to  take  Asia  for  granted. 
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The  economic  boom  in  Asia  is  turning  heads  around  the  world.  The  momentum  of  the 
region's  growth  is  such  that  half  the  $7.5  trillion  increase  in  gross  world  product  projected 
over  the  next  five  years  will  come  fi^om  Asia.  Impressive  prospects  for  a  continent  that 
only  a  few  years  ago  seemed  destined  for  endless  misery. 

We  can  and  should  draw  hope  and  inspiration  from  Asia's  phenomenal  successes,  but  we 
must  not  overlook  the  fact  that  growth  in  Asia  is  highly  disparate.  While  some  countries 
have  rocketed  ahead,  others  have  remained  mired  in  poverty  that  is  classified  as  the  worst 
in  the  world. 

CARE  has  worked  in  Asia  since  1948,  when  we  first  delivered  CARE  Packages  to  Japan 
and  Korea  in  the  wake  of  World  War  II.  Both  these  countries  have  gone  on  to  become 
unparalleled  Asian  success  stories:  the  places  CARE  points  to  when  we're  asked  why 
international  humanitarian  assistance  is  worthwhile.  South  Korea  is  a  particularly 
compelling  example,  since  it  now  imports  three  times  as  much  in  U.S.  goods  each  year  as 
it  received  in  U.S.  assistance  during  the  entire  decade  of  the  1960s.  Hong  Kong  and 
Singapore,  other  Asian  economic  powerhouses,  were  also  past  sites  of  CARE 
development  projects. 

If  the  investment  made  by  the  United  States  and  CARE  in  Asia  was  important  in  decades 
past,  continued  support  for  Asian  development  is  even  more  important  now,  as  this 
country's  economic  well-being  is  increasingly  linked  to  the  growth  of  Asian  markets. 
Unfortunately,  that  growth  is  threatened  by  widespread  poverty  that  prevents  nations, 
communities  and  individuals  fi'om  reaching  their  fullest  potential.  Consider  these  alarming 
statistics: 

•  Three-quarters  of  the  world's  I.I  billion  poor  people  —those  who  can't  afford  enough 
food  to  live  healthy,  productive  lives  ~  reside  in  Asia. 

•  The  poorest  countries  on  earth  are  Asian.  In  Bangladesh,  86  percent  of  the  population 
lives  in  poverty.  In  Nepal,  the  poverty  rate  is  66  percent,  and  in  India  and  Pakistan 
one  out  of  two  people  lives  in  poverty. 

•  HTV,  the  virus  that  causes  AIDS,  is  spreading  faster  in  Asia  than  any  other  region  of 
the  world. 


CARE  uses  resources  provided  through  the  generosity  of  the  American  people  and  the 
United  States  Government  to  implement  a  comprehensive  poverty  alleviation  strategy  in 
Afghanistan,  Bangladesh,  Cambodia,  China,  India,  Indonesia,  Laos,  Nepal,  Papua  New 
Guinea,  the  Philippines,  Vietnam,  Sri  Lanka  and  Thailand.  Almost  40  percent  of  CARE' s 
resources,  including  U.S.  PL  480  food  aid  commodities,  are  channeled  to  programs  in 
Asia  ~  more  than  to  either  Afiica  or  Latin  America.  The  reason  for  this  is  simple:  The 
need  is  greatest  in  Asia,  which  is  home  to  the  poorest  countries  in  the  world. 

CARE  is  as  committed  today  as  we  were  50  years  ago  to  helping  Asians  free  themselves 
fi'om  debilitating  poverty.  Our  programs  in  Asia  now  encompass  a  figurative  "CARE 
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Package"  that  includes  health  promotion  and  AIDS  prevention,  nutrition  and  food 
security,  small-business  support,  and  agriculture  and  natural  resource  management.  Many 
of  these  programs  receive  direct  U.S.  support  in  the  form  of  grants  and  food  commodities. 

It  is  ironic  that  U.S.  Government  support  for  these  programs  is  under  threat  at  a  time 
when  they  are  most  needed.  National,  ethnic  and  religious  conflicts  are  on  the  rise  across 
the  Asian  continent.  Fast-growing  economies  are  leading  to  vast  disparities  in  wealth  and 
income  within  countries.  Rapid  population  growth,  especially  in  urban  areas,  is 
contributing  to  environmental  degradation  on  an  unprecedented  scale.  These  trends  have 
left  at-risk  populations  such  as  poor  women  and  their  children  more  vulnerable  than  ever. 

CARE  in  India 

In  order  to  highlight  the  impact  of  programs  supported  by  U.S.  development  assistance,  I 
would  like  to  focus  on  some  of  CARE' s  programs  in  India. 

India,  home  to  nearly  one  billion  people  and  a  vast  potential  market  for  the  United  States, 
is  in  some  sense  a  microcosm  of  Asia  because  of  the  contrasts  it  manifests.  The  world's 
largest  democracy,  India  has  a  middle  class  of  250  million  people  and  is  an  important 
center  of  Asian  commerce.  This  is  in  contrast  to  the  India  of  a  generation  ago,  shackled 
by  an  economic  ideology  and  inward  focus  from  which  the  country  is  still  recovering. 

Statistics  reveal  how  far  India  has  yet  to  progress: 

•  Only  half  its  950  million  people  can  read. 

•  A  scant  14  percent  of  the  population  has  access  to  clean  water. 

•  Some  63  percent  of  children  under  5  in  India  are  malnourished. 

•  Of  all  the  world's  desperately  poor  people,  perhaps  40  percent  live  within  India's 
borders. 

The  magnitude  of  the  problems  facing  India  is  enormous,  but  so  has  been  the  response  by 
the  Indian  government,  private  organizations  such  as  CARE,  and  the  international 
community. 

To  provide  health  and  nutritional  services  to  poor  women  and  children,  the  government  of 
India  launched  a  program  in  1975  called  Integrated  Child  Development  Services  (ICDS). 
CARE  has  participated  in  the  program  since  1982,  providing  children,  pregnant  women 
and  new  mothers  with  healthy  food,  immunizations,  medical  examinations  and  health  and 
nutrition  education. 

Because  it  combines  the  resources  of  CARE' s  donors  (including  the  U.S.  government) 
with  those  of  the  Indian  government  (whose  contribution  is  twice  that  of  CARE' s),  the 
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ICDS  program  has  expanded  rapidly  and  now  serves  more  than  270  million  participants 
throughout  India,  making  it  the  largest  child  survival  program  in  the  world. 

The  impact  of  this  initiative  has  been  considerable: 

•  Fifty  percent  of  children  under  3  in  ICDS  areas  are  immunized,  compared  to  32 
percent  in  non-ICDS  areas. 

•  The  infant  mortality  rate  is  as  much  as  20  percent  less  in  ICDS  areas. 

•  Mothers  in  non-ICDS  areas  have  between  two  and  three  times  the  number  of  low- 
birthweight  babies  as  in  ICDS  areas. 

•  Infant  and  child  malnutrition  rates  are  approximately  13  percent  lower  in  ICDS  areas 
as  compared  to  non-ICDS  areas. 

•  Deaths  of  children  in  project  areas  have  been  reduced  to  3  percent  from  15  percent. 

•  Malnutrition  in  project  areas  has  been  reduced  to  7.8  percent  from  19.2  percent  of  the 
targeted  population. 

Another  significant  example  of  extraordinary  impact  of  development  assistance  is  the  story 
of  Tamil  Nadu.  From  1969  to  1984,  CARE  worked  with  the  government  in  the  Indian 
state  of  Tamil  Nadu,  and  provided  P.L.  480  food  resources  for  the  primary  school  midday 
meals  program.  This  program  has  had  a  significant  and  positive  impact  on  primary  school 
enrollment,  attendance  and  rentention,  particularly  amongst  girls.  The  increase  in  female 
education  and  literacy  has  had  a  direct  link  to  improved  family  nutrition  and  health, 
agricultural  production  and  fertility.  The  latter  is  an  unexpected  bonus—an  incredible  25% 
reduction  in  birth  rates  between  1971  and  1991.  In  addition,  for  the  past  ten  years,  Tamil 
Nadu  has  supported  this  entire  program  with  its  own  resources. 

Gains  such  as  these  can  be  preserved  and  built  upon  if  we  continue  to  strengthen  the 
public-private  partnership  that  has  enabled  these  programs  to  flourish.  This  will  allow 
India  eventually  to  "graduate"  from  reliance  on  U.S.-suppHed  food,  as  has  been  the  case  in 
Malaysia,  Singapore,  South  Korea,  Taiwan  and  Thailand. 

Besides  these  instances  from  India,  there  are  many  other  examples  of  how  the  combined 
resources  of  CARE,  the  U.S.  government  and  local  governments  have  been  put  to 
effective  use: 

Indonesia:  Water  and  Sanitation  Systems 

Nearly  two-thirds  of  all  rural  communities  in  Indonesia,  or  approximately  87  million 
people,  lack  access  to  clean  water  and  proper  sanitation,  resulting  in  widespread  incidence 
of  life-threatening  diseases  such  as  diarrhea,  the  leading  cause  of  death  for  infants  and 
children  under  age  five. 
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CARE  implemented  the  Community  Self-Financing  for  Water  and  Sanitation  Systems 
(CSFW)  project  in  1988  to  address  the  demand  for  improved  water  and  sanitation  systems 
in  Indonesian  villages.  Using  funds  from  the  sale  ("monetization")  of  U.S.  PL  480  food 
commodities,  CARE  provided  technical  assistance  to  CSFW  communities  for  construction 
of  water  and  sanitation  systems  and  trained  community  members  in  system  maintenance, 
hygiene  and  sanitation.  To  ensure  communities'  vested  interest  in  the  project,  participants 
were  required  to  provide  100  percent  of  costs  for  labor,  materials  and  equipment.  The 
result: 

•  Villagers  have  constructed  more  than  130  water  and  sanitation  systems  reaching 
approximately  1 50,000  people. 

•  Improved  water  supplies  have  allowed  villagers  to  cultivate  gardens,  trees  and  hedges 
that  contribute  to  dietary  intake  and  improved  agricultural  productivity. 

•  Women,  freed  from  the  daily  burden  of  walking  miles  to  collect  water,  have  begun 
engaging  in  income-generating  activities  such  as  planting  cloves  and  other  crops  for 
sale  and  export. 

Nepal;  Agriculture  and  Environment 

In  Nepal,  94  percent  of  the  population  relies  on  the  exploitation  of  naturally  available 
resources  to  survive.  Nepal's  current  population  of  21  million  is  growing  at  an  annual  rate 
of  2.7  percent,  placing  additional  stress  on  already-taxed  farmland  and  forests.  At  the 
present  rate  of  encroachment,  accessible  forests  could  disappear  within  25  years, 
eliminating  a  vital  source  of  fodder,  fiielwood,  timber,  medicinal  plants  and  wild  fruit. 

As  the  population  grows  and  arable  land  becomes  more  scarce,  farmers  must  look  for 
ways  to  increase  agricultural  productivity  without  indiscriminately  destroying  forest 
resources.  CARE  and  the  Agricultural  Development  Bank  of  Nepal  have  developed  the 
Small  Farmer  Community  Project  to  improve  the  standard  of  living  for  small  farmers 
through  the  promotion  of  improved  irrigation,  agriculture  and  forestry  practices. 

The  project,  which  received  the  majority  of  its  funds  from  US  AID,  has  been  recognized  as 
one  of  the  most  successfiil  small-irrigation  programs  in  Nepal.  Among  the  results: 

•  Communities  constructed  or  rehabilitated  33  irrigation  systems  in  15  geographic 
districts. 

•  An  agricultural  extension  program  was  implemented  in  27  villages  to  help  farmers 
improve  crop  yields  and  take  full  advantage  of  new  irrigation  systems. 

•  Seventy-three  farmers  established  small  private  nurseries  to  produce  tree  seedlings  on 
a  contract  basis.  Annual  nursery  capacity  ranged  from  2,000  to  10,000  seedlings. 
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•      Communities  planted  2.4  million  fodder,  timber  and  fuelwood  seedlings  on  private 
land  and  in  82  community  plantations. 

The  Public  Private  Partnership  and  the  Multiple  Benefits  it  Provides 

The  "public-private  partnership"  represents  the  unique  synergistic  relationship  among  the 
American  people,  the  US  government,  the  private  sector,  and  the  developing  worid  that 
generates  economic  growth  both  here  and  abroad  while  providing  development  assistance 
targeted  at  relieving  poverty  and  promoting  self-suflBciency.  PVOs  which  are  supported 
by  donations  from  U.S.  citizens  provide  accountability,  cost-eflFective  programs,  a  local 
network,  and  impact.  We  are  able  to  leverage  other  resources  to  support  our  programs 
from  private  donors,  recipients,  international  institutions  and  local  governments.  Without 
this  public-private  partnership,  CARE  and  other  PVOs  will  be  severely  limited  in  their 
ability  to  provide  assistance  and  relief  overseas. 

Development  assistance  fiinds  channeled  through  PVOs  are  spent  in  the  US  on 
commodities  and  services  to  deliver  overseas.  Once  overseas,  the  partnership  is 
continued—CARE  is  not  in  the  business  of  giving  handouts  to  people  in  the  developing 
world.  Govertunents  and  people  of  the  nations  where  we  work  contribute  significant 
financial  and  human  resources  to  assist  CARE  in  program  implementation,  creating  yet 
another  aspect  of  the  public-private  partnership  that  reflects  a  commitment  to  the  principle 
of  self-help  and  self-sufficiency. 

Conclusion 

The  programs  highlighted  in  my  testimony  illustrate  how  targeted  development  assistance 
programs  administered  through  PVOs  have  made  a  significant  impact  on  the  communities 
where  we  have  worked.  These  programs  would  not  have  been  possible  without  the 
support  of  the  public-private  partnership.  Furthermore,  the  U.S.  cannot  ignore  the 
multiple  benefits  generated  by  this  partnership,  nor  can  we  afford  to  lose  them. 

The  developing  countries  of  Asia  join  with  emerging  economies  around  the  world  to  buy 
35  percent  of  American  exports,  generating  two  million  American  jobs.  During  the  past 
decade  U.S.  exports  to  developing  countries  have  more  than  doubled  ~  from  $71  billion  in 
1986  to  $180  billion  in  1993.  Every  additional  $1  billion  in  exported  goods  results  in 
20,000  U.S.  jobs.  It  is  estimated  that  between  now  and  the  year  2000,  Asia  will  account 
for  half  of  the  growth  in  world  trade  and  represent  more  than  half  of  the  world's 
population. 

Our  prosperity,  therefore,  is  tied  to  their  prosperity.  The  help  we  offer  today  can  be 
returned  tomorrow  in  the  form  of  greater  opportunities  and  prosperity  for  our  own 
citizens.  We  should  keep  this  in  mind  as  we  consider  whether  the  successfiil  partnership 
for  development  that  we  have  built  over  the  last  fifty  years  is  to  continue  as  an  investment 
in  our  common  fijture. 
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Philip  Johnston,  Ph.D. 

Dr.  Philip  Johnston  is  President  and  Chief  Executive  Officer  of  CARE.  Dr. 
Johnston  is  the  first  President  and  CEO  of  CARE  to  have  served  as  an  overseas 
staff  officer.  In  1963,  Dr.  Johnston's  first  assignment  was  in  Greece  where  he 
spent  two  years  helping  develop  a  nationwide  school  nutrition  program.  He  was 
then  transferred  to  Madras,  India  where  he  supervised  a  similar  program  that 
reached  1 .5  milUon  elementary  students  in  more  than  24,000  schools. 

In  1971,  he  went  to  Sierra  Leone  as  director  of  CARE  Programs.  During  his 
tenure  in  the  West  African  country,  he  developed  an  extensive  farm-to-market 
road  project  which  won  financial  support  from  the  World  Bank,  the  African 
Development  Bank  and  the  United  States  Agency  for  International  Development 
(USAID). 

Dr.  Johnston  became  director  of  European  Fundraising  in  1976.  He  was 
responsible  for  developing  many  of  CARE's  funding  agreements  with 
governments  and  private  aid  agencies.  Named  Executive  Director  of  CARE  in 
1980,  Dr.  Johnston  devoted  most  of  his  time  to  maintaining  relations  with  the 
international  and  domestic  agencies  that  support  CARE.  In  1982,  he  helped 
create  CARE  International,  a  federation  of  CARE  frmdraising  and  planning 
offices  in  eleven  countries  around  the  world.  Dr.  Johnston  was  elected  President 
of  CARE  in  1989. 

From  October  1992  through  March  1993,  Dr.  Johnston  served  as  Coordinator 
for  Humanitarian  Assistance  for  the  United  nations  Operation  in  Somalia 
(UNOSOM).  Stationed  in  the  Somali  capital  of  Mogadishu,  he  managed  the 
integration  of  all  humanitarian  organizations  working  in  Somalia  in  the  wake  of 
civil  war  and  famine.  Dr.  Johnston  also  served  as  a  liaison  between  non- 
governmental organizations  and  the  United  Nations.  He  was  responsible  for 
developing  the  United  Nations  1993  Relief  and  Rehabilitation  Program,  which 
outlines  recovery  measures  and  steps  toward  Somali  self-sufficiency.  Dr. 
Johnston  recently  published  a  book  about  his  experiences  in  Somalia  entitled 
Somalia  Diary. 

Dr.  Johnston  is  a  member  of  the  Overseas  Development  Council,  the  Council  on 
Foreign  Relations,  the  African  Development  Foundation  Advisory  Council  and 
the  Advertising  Council's  Public  Policy  Committee.  He  is  also  a  Trustee  of 
Northeastern  University. 

A  native  of  Wellesley,  Massachusetts,  Dr.  Johnston  earned  a  bachelor's  and 
master's  degrees  from  Northeastern  University.  He  later  earned  a  Ph.D.  in 
educational  research  from  the  University  of  Madras. 
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TESTIMONY  BEFORE 

HOUSE  INTERNATIONAL  AFFAIRS 

ASIA  AND  PACinC  SUBCOMMITTEE 

BY 

THOMAS  R.  GETMAN 

DIRECTOR,  GOVERNMENT  RELATIONS 

WORLD  VISION  RELIEF  AND  DEVELOPMENT 

We  in  World  Vision  want  to  express  our  sincere  gratitude  for  this  opportunity  to  testify  before 
your  subcommittee,  Chairman  Bereuter.  We  particularly  appreciate  the  opfwrtunity  during  this 
time  of  careful  scrutiny  of  aid  levels  and  programs  to  bear  witness  to  the  effectiveness  of  the 
partnership  between  American  non-governmental  organizations  and  the  United  States  Agency 
for  International  Development.  We  have  a  story  worth  telling  that  could  well  get  lost  in  the 
understandable  conviction  that  our  federal  spending  must  be  brought  into  line  with  our  income 
as  a  nation. 

It  is  particularly  fitting  that  you  have  invited  World  Vision  to  participate  in  this  panel  because 
the  Asia  Region  is  where  we  began  as  an  agency  in  1951.  At  the  height  of  the  Korean  War  our 
founder,  Dr.  Robert  Pierce,  a  journalist  and  itinerant  minister  witnessed  the  horrific  situation 
in  the  Korean  orphanages.  His  heart  was  broken  by  the  immense  need  and  he  returned  to  our 
West  Coast  to  seek  donors  for  the  undergirding  of  very  basic  programs  to  keep  alive  and  then 
to  educate  the  thousands  of  tiny  war  victims.  Not  only  has  World  Vision  grown  to  be  the  largest 
privately  funded  American  relief  and  development  agency  but  World  Vision  Korea  is  now  one 
of  our  donor  countries  which  contributes  more  than  most  of  our  European  partners.  World 
Vision  Korea  even  contributed  to  the  relief  efforts  here  in  the  United  States  during  the  Los 
Angeles  earthquake.  Forty  years  ago.  South  Korea  was  one  of  the  poorest  countries  in  the 
world.  It  is  now  one  of  the  Asian  economic  miracles.  It  now  not  only  cares  for  the  rest  of  the 
world  in  a  responsible  way,  but  it  imports  three  times  as  much  from  the  United  States  each  year 
as  it  received  in  U.S.  aid  during  the  entire  decade  of  the  1960s. 

Further,  one  of  the  other  Asian  countries  which  emerged  from  the  ashes  of  the  wars  of  the  1940s 
and  50s  is  Taiwan.  When  I  first  visited  there  as  a  Senate  staffer  in  1980  I  discovered  that  the 
World  Vision  office  was  still  a  mendicant  operation,  depending  on  the  good  will  of  donor 
nations  to  meet  the  needs  of  a  still  recovering  populace.  In  the  year  just  past  World  Vision 
Taiwan  raised  nearly  as  much  as  our  largest  European  partners,  Germany  and  the  Netherlands, 
and  contributed  the  lion's  share  of  our  non-governmental  resources  to  the  relief  effort  in 
Rwanda,  while  they  contribute  money  for  relief  and  development  programs  all  over  Asia.  The 
economic  reality  of  Taiwan  is  well-known. 

In  both  of  these  countries  NGOs  became  partners  with  private  and  bilateral  donors  to  create 
conditions  that  contributed  to  the  lifting  of  these  nations  onto  the  list  of  productive  graduates  in 
the  world  economic  order.  Japan  provides  another  case  in  point  of  the  value  of  foreign 
assistance  to  not  only  get  a  war-torn  nation  back  on  its  feet,  but  to  make  it  a  contributing  partner 
on  the  world  stage.  The  World  Bank  has  studied  these  countries  carefully  in  the  hope  that  the 
lessons  can  be  applied  to  the  marginalized  of  the  present  era.  One  essential  lesson  is  that  the 
post-war  political  leaders  in  Taiwan  and  South  Korea  decided  that  primary  education  had  to  be 
made  priority  along  with  infrastructure  redevelopment.  An  educated  work-force  is  integral  to 
long  term  economic  growth  and  political  stability.  NGO's  and  USAID's  activities  were  critical 
to  actualizing  the  visionary  leadership  of  the  post-war  decision  makers. 
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From  our  perspective,  with  now  45  years  of  involvement  in  the  struggles  and  advances  of  the 
Asia  Pacific  Region,  we  can  testify  with  great  confidence  that: 

1.  Development  assistance  is  in  the  best  interest  of  the  United  States;  and 

2.  Development  assistance  works  ~  it  helps  people  and  nations  to  become  self-sufficient. 
Our  on-going  commitment  in  the  Region  includes: 

*  USAID  Child  Survival  programs  in  Bangladesh,  India,  Indonesia  and  Papua  New 
Guinea  worth  just  under  $4  million. 

*  Our  AIDS  prevention  program  in  Thailand,  that  we  hope  one  day  soon  to  expand  to 
Burma,  is  funded  at  about  $800,000; 

*  A  model  $2.5  million  street  children  program  in  Viet  Nam  which  has  just  been 
extended  for  3  years  and  has  as  its  cornerstone  vocational  training  and  income  generation.  This 
program  is  being  funded  through  the  Displaced  Children  and  Orphans  Fund,  and  the  War 
Victims  Fund  which  provides  $2.6  million  for  prosthetics  for  amputees  in  four  Vietnamese 
cities; 

*  Our  Viet  Nam  returnee  reintegration  project  is  in  its  third  year  and  is  funded  from  the 
Population  Refugees  and  Migration  Office  of  the  Department  of  State  for  $350,000.  It's  purpose 
is  to  assist  returnees  from  Hong  Kong  refugee  camps  with  credit  schemes,  income  generation, 
water  and  sanitation,  and  school  scholarships.  As  well,  OFDA  is  funding  World  Vision's 
Mekong  Delta  Emergency  Flood  Relief  Project  with  $164,000  for  6  months  to  provide 
temporary  shelter,  boats  and  fishing  nets  and  food. 

*  In  Laos  the  War  Victims  Fund  has  financed  our  Prosthetics  Rehabilitation  Project 
through  USAID  for  $1.5  million.  It  includes  a  hazard  awareness  program  exposing  the  risks 
of  unexploded  ordinances  to  ameliorate  the  need  for  future  prosthetics;  and 

*  Our  well-known  child  health  project  in  Phnom  Phen,  Cambodia,  the  Rehabilitation 
Hospital  that  many  Members  of  Congress  have  visited,  is  the  site  of  the  AID  funded  Cambodia 
Child  Health  Project  to  train  health  professionals  through  the  infrastructure  in  the  National 
Pediatric  Hospital  which  we  built  in  1973.  Just  last  week  the  Commercial  Attache,  newly 
assigned  to  Washington,  told  our  project  officer  with  great  emotion  that  three  of  his  own 
children  were  saved  from  death  in  the  early  1980's  in  this  hospital  where  we  are  partnering. 

As  World  Vision  moves  forward  in  response  to  a  recent  "request  for  applications"  (RFA)  for 
$3.5  million  to  strengthen  the  indigenous  health  sector  and  local  NGOs,  and  further  demining 
operations  in  Cambodia  we  would  like  to  conclude  with  several  strong  suggestions: 
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1 .  We  can  intensify  our  impact  by  having  a  greater  regional  approach  to  AIDS  education  and 
prevention;  and, 

2.  Eradication  of  unexploded  ordinance  that  the  United  States  left  behind  in  Laos  in  1975  is  dealt 
with  currently  only  with  money  given  through  DOD  to  contractors.  It  would  be  more  culturally 
effective  and  productive  to  channel  funding  through  NGOs.  Our  staffers  know  where  the 
populations  are  and  we  see  first  hand  the  menace  mines  and  ordinance  are  to  development,  as 
farmers  stay  away  from  fields  that  may  have  only  one  weapon  left  in  them. 

A  recent  poll  commissioned  by  InterAction  disclosed  that  the  public  is  frustrated  about  the 
performance  of  foreign  assistance,  but  in  part  because  they  think  that  we  spend  upwards  of  15% 
of  our  federal  budget  for  these  important  programs.  83%  polled  believe  that  very  little  aid 
actually  reaches  the  people  who  really  need  it.  But  58%  said  that  they  would  be  willing  to  spend 
more  if  they  knew  it  was  getting  to  poor  people  around  the  globe. 

I  believe  that  the  American  public  knows  intuitively  that  "to  whom  much  is  given  much  is 
expected".  And  that  it  is  in  our  best  interest  as  a  nation  to  help  build  up  our  neighbors  around 
the  world. 

We  in  the  NGO  community,  and  you  in  Congress,  owe  it  to  our  constituents  to  communicate 
better  about  the  efficacy  of  foreign  assistance  and  to  work  tirelessly  to  make  aid  programs  even 
better  rather  than  giving  up  in  frustration  because  some  programs  are  not  as  good  as  they  could 
be.  The  federal  budget  will  not  be  balanced  on  a  reduction  of  the  already  tiny  amount  that 
actually  goes  to  the  poorest  of  the  poor.  In  fact,  in  our  view  it  would  be  a  wise  investment  with 
a  near  certain  high  return  to  increase  the  foreign  assistance  amount  for  such  programs  as  Child 
Survival  and  Primary  Education  with  the  confidence  that  a  decade  or  two  in  the  future  we  again 
will  see  the  resulting  advances  by  now  struggling  nations  in  their  grateful  reciprocal  trade  and 
donations. 
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THOMAS  R.  GETMAN 


1337  E.  Capitol  Street,  SE 
Washington,  DC    20003 
(202)  544-4569 


EMPLOYMENT 


World  Vision 
220  I  Street  NE  #270 
Washington,  DC  20002 
(202)  547-3743 


March  1985  -  WORLD  VISION,  Director  of  Government  Relations;  Current 

Present  Director  of  Washington  Office  staff  in  contract  negotiations  with 

U.S.  government,  congressional  advocacy,  and  foreign  official 
(ambassadors/foreign  ministers)  relationship  building. 


October  1976  -  U.S.  SENATE,  Legislative  Director  to  Senator  Mark  O.  Hatfield. 

March  1985  Collaborated  with  the  Senator  on  policy  and  legislative  strategy 

and  directed  speech  and  article  research,  as  well  as  legislative 
staff.  Expertise  in  African  foreign  policy  and  social  justice-human 
rights/welfare  issues. 


June  1963  -  YOUNG  LIFE,  Area  Director  in  western  suburbs  of  Philadelphia 

October  1976  (1963-1968)  and  Regional  Director  for  New  England  (1968-1976); 

expanded  work  from  three  "clubs"  in  Boston  to  7  areas  in  4  states; 

founded  the  Youth  Ministry  Master's  Program  in  conjunction  with 

Gordon  Con  well  Seminary. 

PERSONAL 

Bom  in  Luveme,  Minnesota.  Married  to  Karen  Sue  Zinsmeister.  Children:  Andrew 
(Yale  Univ.),  Eliza  (McGill  Univ.  graduate.  Peace  Corps),  Timothy  (Macalester 
College).  Wheaton  College  graduate  (B.A.  in  English),  Fuller  Seminary  Summer 
Institute  (M.A.).  Episcopalian.  Specific  interests:  Third  World  Development; 
reconciliation  efforts  in  South  Africa,  the  Front  Line  States,  and  the  Middle  East. 

BOARD  MEMBERSHIPS 


Refugees  International  (Treasurer,  founding  incorporator);  International  Development 
Conference  (Treasurer);  Young  Life  Washington,  DC;  Mission  Traders;  Founding 
Chairman  of  Washington  Episcopal  Diocese,  Southern  Africa  Committee;  Executive 
Committee  of  International  Development  Conference  (Treasurer);  Advisory  Board  for 
Pax  World  Foundation  and  Evangelicals  for  Social  Action;  and  Steering  Committee  for 
Evangelicals  for  Middle  East  Understanding.  8/94 
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Testimony  of 

Robert  F.  Hemphill,  Jr. 

Executive  Vice  President 

The  AES  Corporation 

My  name  is  Robert  F.  Hemphill,  Jr.  I  am  the  Executive  Vice  President  of  the  AES 
Corporation.  The  AES  Corporation,  founded  in  1981,  is  one  of  the  world's  largest 
independent  power  producers.  The  Company  is  dedicated  to  supplying  safe,  clean, 
reliable  electricity  to  meet  global  energy  needs.  AES  owns  or  has  an  interest  in  eleven 
plants  totaling  3,150  megawatts  in  the  United  States,  Argentina,  the  United  Kingdom, 
and  China.  I  am  also  the  Vice  Chairman  of  AES  China  Generation  Co,  a  publicly  traded 
subsidiary  of  the  AES  Corporation.  We  are  far  along  the  development  path  and  expect 
in  the  next  few  months  to  close  the  financing  on  and  begin  construction  of  major  electric 
power  facilities  in  Pakistan  and  India. 

The  testimony  I  am  presenting  today  not  only  represents  the  views  of  my  company,  but 
also  reflects  the  general  views  of  two  other  major  participants  in  the  independent  power 
industry:  Enron  Corp.  and  Mission  Energy.  Linda  Powers,  of  Enron,  previously  testified 
before  the  House  Appropriations  Committee  on  January  31st  and  laid  out  in  detail  our 
basic  view  of  the  change  which  has  been  occurring  in  the  policy  thinking  of  developing 
countries  and  the  change  needed  in  the  U.S.  allocation  of  funds  under  the  150  Account 
to  keep  pace  with  this  change.  A  copy  of  Ms.  Powers'  testimony  is  attached.  I  commend 
it  to  all  the  members  of  this  Committee,  since  it  provides  a  more  detailed  exposition  of 
the  modification  in  the  U.S.  approach  to  development  assistance  that  we  are 
recommending. 

The  specific  topic  I  have  been  asked  to  address  today  is  how  this  approach  could  be 
applied  in  Asia.  While  much  of  what  I  will  say  focuses  on  the  specific  infrastructure  area 
of  electric  power,  other  sectors  are  undergoing  the  same  transformation  from 
government-owned  to  privately  developed,  financed  and  operated.  The  best  road  I 
have  been  on  in  China,  for  example,  is  a  private  toll  road  built  and  owned  on  a 
concessionary  basis  by  a  Hong  Kong  company.  The  1994  U.N.  World  Development 
Report  cites  numerous  other  examples  -  container  ports  in  Malaysia  and  the  Philippines, 
telephone  systems  in  Sri  Lanka  and  Indonesia,  a  freeway  in  Malaysia.  My  point  is  that 
much  of  what  I  say  is,  I  believe,  equally  applicable  to  other  infrastructure  sectors  in  Asia. 
In  addition,  none  of  my  remarks  touch  on  the  humanitarian  assistance  programs. 

To  summarize  our  approach,  we  recommend  that  Congress  deal  with  foreign  assistance 
programs  as  follows: 

1.  Acknowledge  the  changed  circumstances  in  the  developing  world  and  reward  the 
finance  agencies  for  their  excellent  results  and  careful  stewardship  by  preserving 
or  increasing  their  share  of  the  foreign  assistance  budget.  This  will  enable  U.S. 
private  sector  entities  to  continue  and  expand  the  financing  of  large  infrastructure 
projects  and  the  development  benefits  they  provide  to  emerging  market  countries, 
not  to  mention  the  value  to  their  U.S.  in  terms  of  jobs  and  export  income. 

2.  Reduce  the  portion  of  the  AID  budget  devoted  to  'sustainable  development*  as 
these  activities,  while  helpful  in  some  cases,  are  being  performed  more  effectively 
elsewhere  and  are  of  lower  priority  than  other  AID  functions.  Any  reduction  not 
rechannelled  to  the  finance  agencies  can  be  used  to  cut  overall  govemment 
spending. 
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There  are  a  number  of  reasons  why  we  and  others  believe  U.S.  taxpayer  dollars  can  be 
more  effectively  used  by  the  finance  agencies  than  spent  in  traditional  development 
assistance.  First,  there  are  a  whole  host  of  entities,  most  of  them  public  parties,  some 
multilateral,  vt/hich  are  all  doing  essentially  the  same  things.  And  in  some  cases,  they 
seem  to  be  doing  them  more  effectively.  Even  a  brief  list  would  include  World  Bank  • 
both  the  standard  program  (IBRD)  and  the  concessionary  International  Development 
Association  (IDA)-  a  variety  of  international  organizations  such  as  the  U.N.  Development 
Program  and  the  U.N.  Environmental  Program,  the  bilateral  aid  agencies  of  Japan  and 
the  major  European  countries  and,  for  our  sector,  the  U.S.  Department  of  Energy.  Some 
of  these  agencies,  particularly  the  World  Bank,  have  more  credibility  than  individual 
bilateral  aid  agencies  in  pressing  for  policy  reforms.  In  addition,  several  of  these  entities 
have  been  quicker  to  recognize  and  respond  to  progress  in  recipient  countries  than  AID 
has.  For  example,  IDA  publishes  a  list  of  twenty  countries  which  it  considers  to  have 
'graduated'  from  the  ranks  of  those  needing  its  development  assistance.  Ten  of  these 
graduates  still  receive  major  amounts  of  AID  dollars. 

Second,  there  is  a  more  effective  way  to  deliver  real  development.  When  we  and  other 
U.S.  companies  like  us,  e.g.,  Enron  and  Mission,  spend  the  time  and  money  to  develop 
costly,  capital  intensive  facilities  like  power  plants  in  a  place  like  China  or  India,  we 
spend  substantial  amounts  of  money  on  ancillary  facilities  -  schools,  medical  facilities, 
roads,  water  supply  -  that  benefit  not  just  our  employees  but  the  surrounding  community. 
In  addition,  much  of  the  intellectual  work  we  do  builds,  by  necessity,  the  'commercial 
infrastructure'  and  promotes  the  policy  reforms  that  these  countries  must  have  if  they  are 
to  proceed  down  the  path  of  private-sector  based  capitalism  and  economic 
development.  This  is  a  surer  and  cheaper  way  to  create  and/or  reform  such  institutions, 
than  more  AID  funded  studies,  training,  technical  assistance,  and  trips  to  the  U.S.  The 
reasons  for  this  are  outlined  in  the  January  testimony. 

Third,  one  cannot  avoid  noting  that  serious  questions  have  been  raised  by  oversight 
bodies  such  as  the  GAO,  and  by  commentators  and  think  tanks,  about  the  AID  approach, 
both  absolutely  and  relative  to  the  activities  of  the  finance  agencies.  We  do  not  need  to 
decide  the  merits  of  these  arguments.  Our  key  point  is  that  enough  recipient  countries 
have  embarked  on  enough  positive  evolution  so  that  much  of  this  traditional  AID  activity 
is  no  longer  needed. 

Recently,  supporters  of  AID  programs  have  suggested  that  the  programs  are  in  essence 
preventative  in  nature.  It  is  argued  that  if  development  assistance  is  not  continued  at 
current  levels  and  in  current  configurations,  then  recipient  countries  will  have  a  higher 
likelihood  of  deteriorating  into  regional  or  ethnic  conflicts  and/or  humanitarian 
emergencies.  The  therapeutic  cost  of  repair-which  somehow  is  naturally  assumed  to 
be  a  U.S.  responsibility-will  be  significantly  higher.  However,  the  1994  OECD  Report 
on  Development  Assistance  belies  this  suggestion.  It  points  out,  for  example,  that  prior 
IQ  the  eruption  of  the  crisis  in  Rwanda  last  year,  fully  twenty  percent  of  Rwanda's  GNP 
was  comprised  of  aid;  in  the  1990-1992  period  Rwanda  received  almost  a  billion  dollars 
of  development  assistance.  Obviously,  this  failed  to  achieve  any  noticeable 
preventative  effect. 
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When  one  looks  at  the  relative  performance  of  AID  as  an  economic  development 
agency  versus  the  efficiency  of  the  finance  agencies,  some  striking  contrasts  appear. 
Consider  the  following:  EXIM  authorizations  (loans,  guarantees  and  insurance)  for  FY 
95  will  amount  to  about  $18  billion;  to  administer  this  amount  of  new  financing,  as  well 
AS  existing  loans  made  in  previous  years,  will  require  operating  expenses  of  $47  million 
and  a  staff  level  of  458.  OPIC  for  FY  95  will  administer  financial  and  insurance 
programs  with  a  value  of  about  $8.6  billion  at  an  overhead  cost  of  $24  million  and  a  staff 
of  182.  AID  has  projected  overhead  costs  of  $578  million  in  FY  96  and  will  administer 
approximately  $6,983  billion  of  assistance  money  which  is  basically  given  away  to 
recipient  countries.  It  requires  a  staff  of  almost  8000  people  to  accomplish  this.  (If  one 
were  being  truly  critical,  one  could  argue  that  the  assistance  to  Israel  and  Egypt  is  as 
simple  as  writing  two  checks  a  year,  and  thus  the  overhead  costs  really  only  apply  to 
administering  about  $4.5  billion).  The  finance  agencies  administer  each  dollar  of  their 
programs  for  about  one-tenth  the  cost  of  AID. 

If  our  basic  approach  (increasing  the  finance  agencies  capacity  and  reducing  AID 
sustainable  development  activities),  were  applied  to  the  major  countries  of  Asia,  what 
would  be  the  result?  Let  us  attempt  to  give  you  our  assessment  of  these  countries,  their 
readiness  for  private  infrastructure  projects,  and  the  relative  importance  of  U.S.  AID 
activity  versus  finance  agency  involvement  there.  We  have  drawn  on  our  own  on-the- 
ground  experience,  and  that  of  Enron  and  Mission,  to  make  this  assessment. 

As  we  view  the  opportunities  in  Asia,  we  see  roughly  four  categories  of  countries.  Those 
which  are  farthest  along  include  India,  the  Philippines,  Pakistan  and  Malaysia.  In  each 
of  these  cases,  independent  power  projects  have  been  completed  or  at  least  financed 
by  outside  private  entrepreneurs,  in  almost  every  case  Western  entities.  Policies  have 
been  successfully  modified  to  allow  such  projects  and  promote  their  financing  by  the 
intemational  lending  agencies.  The  governments  in  question  have  been  through  the 
actual  process  of  a  complex  project  financing  and,  while  the  policies  put  in  place  and 
institutional  reforms  achieved  may  not  be  perfect,  they  are  clearly  workable.  As 
evidence  of  this,  one  only  has  to  read  the  trade  press  in  our  industry;  new  projects  are 
announced  in  these  countries  on  an  almost  weekly  basis.  On  the  island  of  Luzon,  in  the 
Philippines,  in  fact,  private  power  development  has  been  so  successful  that  not  only  has 
a  significant  shortage,  complete  with  eight  to  ten  hour  daily  blackouts,  been  eliminated, 
but  the  Asian  Development  Bank  has  concluded  that  there  may  even  be  a  temporary 
surplus  of  power.  Anyone  who  has  spent  any  time  in  Manila  would  undoubtedly  choose 
surplus  over  shortage,  as  has  the  Philippine  government. 

The  second  group  of  countries  includes  Indonesia  and  Thailand.  Here  privatization 
policies  have  been  adopted  or  are  nearly  adopted,  significant  development  work  on 
private  projects  has  begun,  but  deals  have  not  yet  closed.  However,  intemational 
lenders,  private  advisors  and  major  U.S.  law  firms  with  expertise  in  these  areas  are 
assisting  the  policy-makers  of  the  countries  in  their  policy  deliberations  and,  probably  as 
important,  in  their  case  by  case  negotiations  with  individual  project  developers  such  as 
Enron  and  Mission. 
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In  both  these  sets  of  countries  the  private  infrastructure  development  process  is  well 
undenway,  and  the  utility  of  policy  advice  and  technical  assistance  provided  by  AID  is 
quite  low. 

The  third  group  of  countries  isnt  really  a  group,  it  is  China.  There  is  perhaps  the  highest 
ratio  of  heated  policy  discussions  to  actual  accomplishments  here  of  any  country  in  Asia. 
Many  of  us  have  been  seduced  by  the  size,  at  least  potentially,  of  the  market,  the  growth 
rate,  and  the  eagerness  of  customers  at  all  levels.  However,  despite  extensive 
discussion  of  necessary  policy  changes  and  reforms,  no  clear  and  acceptable 
commercial  infrastructure  has  yet  emerged;  significant  policy  work  remains  to  be  done. 
AID  is  not  currently  allowed  to  operate  in  China.  The  U.S.  Export  Import  Bank,  along 
with  other  G-7  export  credit  agencies,  is  admirably  performing  the  policy  leadership  role 
in  China.  They  are  tackling  the  key  policy  issues  -  contract  and  property  rights, 
regulatory  approvals,  dispute  resolution  arrangements,  etc.  -  and  are  doing  so  quite 
effectively  because  EXIM's  policy  advice  is  directly  linked  to  something  China  very  much 
wants:  availability  of  financing.  The  World  Bank  is  also  working  hard  on  achieving 
needed  policy  reforms  in  China,  and  the  World  Bank  has  the  same  sort  of  clout:  linkage 
to  financing. 

The  final  group  of  countries  is  even  less  far  along  than  China,  and  includes  Vietnam,  Sri 
Lanka,  Bangladesh  and  Laos.  In  these  countries,  discussion  of  the  role  of  private  power 
producers  and  the  need  for  new  policies  to  support  them  is  really  in  its  initial  stages. 
The  World  Bank  is  already  assisting  these  countries  with  policy  analysis  and  advice 
linked  to  financing  availability.  Furthermore,  private  advisory  firms  are  already  a  visible 
presence.  In  our  experience,  when  countries  are  truly  ready  to  privatize  either  new  or 
existing  infrastructure  facilities,  they  hire  private  professionals  to  advise  them: 
Investment  bankers,  major  accounting  firms,  or  recognized  international  law  firms.  This 
was  certainly  our  experience  in  the  state  of  Orissa  in  India  where  the  law  firm  of 
McKenna  &  Co.  was  hired  to  advise  the  state  government  on  the  requirements  of  the 
power  purchase  agreement.  They  were  experienced  in  the  privatization  of  the  electric 
system  in  the  UK  and,  despite  our  initial  apprehensions-we're  rarely  in  favor  of  adding 
more  lawyers  to  anything-they  proved  to  be  enormously  helpful  in  brokering  honestly 
the  final  deal  that  has  allowed  us  to  secure  our  financing  commitments  for  a  $650  million 
facility.  In  Hanoi,  we  note  with  interest,  KPMG/Peat  Manwick  and  Price  Waterhouse  have 
established  offices,  and  Deloitte  and  Touche  has  set  up  an  office  in  Ho  Chi  Minh  City. 
They  will  surely  be  ready  to  advise  and  assist  when  the  Government  of  Vietnam  is  ready 
to  get  serious. 

As  this  brief  summary  of  key  Asian  countries  indicates,  by  and  large  we  do  not  see  AID 
sustainable  development  expenditures  on  policy  advice  and  technical  assistance  as 
necessary  in  this  region.  Other  entities  are  better  suited  for  this  role,  and  are  in  many 
cases  already  performing  it. 

The  most  effective  government  assistance  that  could  be  provided  to  enable  private 
development  to  succeed  is  sufficient  lending  and  insurance  capacity  from  the  public 
finance  agencies  like  OPIC  and  EXIM.  We  suggest  specifically  that  an  adequate  level  of 
funding  for  FY  96  for  EXIM  is  $850  million,  and  that  the  appropriate  number  for  OPIC  is 
$1 10  million.  We  have  analyzed  just  the  potential  projects  of  our  three  companies  -  in 
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just  the  power  sector  of  the  infrastructure  category  ■  and  we  find  that  the  success  of  Just 
the  three  of  us  would  use  a  significant  amount  of  finance  agency  capacity.  And  financing 
is  more  critical  than  insurance;  you  can  do  a  project  without  insurance,  but  you  can't  do 
it  without  money.  OPIC  and  EXIM  are  far  better  positioned  than  commercial  banks  to 
deal  with  the  "country  risk"  issues  inherent  in  doing  financing  business  presently  in 
many  emerging  market  countries.  With  the  leadership  and  capital  provided  by  these 
agencies,  we  can  mobilize  the  rest  of  the  funding  needed  to  complete  the  financing  of 
our  projects,  including  substantial  amounts  of  our  own  equity  capital.  Finally,  we  urge 
that  OPIC  be  treated  as  EXIM  is,  more  like  an  "export  promotion*  agency  than  a  "foreign 
assistance'  entity,  and  thus  be  allowed  to  operate  in  countries  wtiere  it  makes 
commercial  sense  to  do  so,  such  as  China. 

There  is  no  dispute  that  infrastructure  development,  not  just  in  electricity  but  also  in 
roads,  telecommunications,  ports,  water  treatment,  and  the  like,  is  essential  for  the 
growth  of  the  developing  countries  of  Asia.  It  is  also  a  challenging  but  we  believe 
productive  area  for  investment  for  U.S.  businesses  such  as  ours,  with  the  job 
development  and  export  earnings  that  success  inevitably  creates.  Finally,  we  hope  that 
our  experience  in  this  relatively  new  area  can  be  used  to  justify  a  foreign  assistance 
approach  that  is  both  less  costly  to  U.S.  taxpayers,  and  more  effective  at  delivering 
development  assistance  to  the  people  and  the  countries  who  need  it  and  who  are 
willing  to  make  the  institutional  changes  necessary  to  support  it. 

I  would  be  happy  to  answer  any  questions  you  may  have. 


73 


TESTIMONY 

by 

LINDA  F.  POWERS 

before  the 

COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  FOREIGN  OPERATIONS 

U.S.  House  of  Representatives 


Tuesday,  January  31,  1995 


Good  morning.  My  name  is  Linda  Powers,  and  I  am  Vice  President,  Global  Finance,  of  Enron 
Development  Corp. 

This  Committee's  hearings  on  the  U.S.  foreign  assistance  program  could  not  be  more  timely,  and 
1  very  much  appreciate  the  opportunity  to  appear  and  share  some  thoughts  from  a  private  sector 
perspective  on  what  works  and  what  does  not  work  in  developing  economies. 

My  company,  Enron,  is  based  in  Texas,  and  is  the  largest  natural  gas  company  in  the  world 
outside  of  the  Former  Soviet  Union.  We  develop  and  finance  clean  energy  projects  in  countries 
around  the  world.  My  remarks  this  morning  are  based  on  first-hand  experience  in  developing 
countries  that  are  significant  recipients  of  foreign  assistance  ~  the  experience  of  my  own 
company,  as  well  as  three  other  leading  developers  of  energy  projects  in  these  countries:  Mission 
Energy,  of  California,  AES,  based  in  Virginia,  and  General  Electric  Power  Systems,  based  in 
New  York.  Collectively,  our  companies  will  bring  to  closure  projects  totalling  nearly  $10  billion 
per  year  for  the  next  several  years,  and  more  thereafter. 

In  my  allotted  time  this  morning,  I  would  like  to  do  three  things: 

•  First,  describe  a  profound  change  in  the  way  many  developing  countries  are  seeking  to 
meet  their  needs  for  new  and  upgraded  infrastructure.  This  change  has  opened  the  way 
for  private  companies  to  begin  deUvering  development  assistance. 

•  Second,  explain  how  this  new  private  sector  approach  to  development  assistance  is 
working,  and  why  it  is  proving  to  be  more  effective  than  existing  public  foreign  assistance 
programs. 

•  Third,  suggest  how  this  private  sector  approach  can  serve  as  basis  for  significant 
reductions  in  foreign  aid  spending,  limiting  U.S.  foreign  assistance  dollars  to  a  very 
surgical  role,  and  at  the  same  time  achieving  development  goals  more  effectively. 

My  remarks  today  do  not  address  humanitarian  assistance.  That  involves  a  different  set  of 
considerations,  and  is  a  relatively  limited  part  of  U.S.  foreign  assistance  spending. 
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What  the  U.S.  does  with  its  foreign  assistance  program  is  very  important:  the  U.S.  provides  fully 
one-fiflh  of  all  government  sponsored  aid  worldwide.  As  such,  it  has  jm  important  impact  both 
in  and  of  itself,  and  as  a  model  for  others.  What  the  U.S.  does  in  foreign  assistance  is  also 
important  as  a  point  of  comparison  with  what  it  does  to  address  various  needs  at  home. 

To  be  successful,  the  U.S.  foreign  assistance  program  must  essentially  do  three  things:  (1) 
promote  the  recipient  country's  own  development  and  growth;  (2)  coj)e  with  existing  problem 
conditions  in  the  recipient  country  (medical,  educational,  etc.)  in  the  interim,  until  the  country's 
own  development  progress  can  alleviate  these  problems;  and  (3)  be  consistent  with  U.S.  national 
interests.  Of  these  three  keys,  the  first  is  the  most  important.  It  is  only  by  fostering  a  country's 
own  development  that  the  country's  living  conditions  can  really  be  improved.  Foreign  assistance 
was  never  meant  to  be  a  way  of  life,  and  assistance  funds  by  themselves  can  never  be  sufficient 
to  meet  the  fiill  extent  of  existing  needs,  let  alone  lift  the  general  standard  of  living. 

With  this  in  mind,  the  core  question  for  this  Committee  to  address  in  reviewing  the  1 50  Account 
is:  what  kinds  of  expenditures  will  have  the  most  impact  helping  a  recipient  country  get  its  own 
development  process  underway?  A  secondary  question  is:  how  much  money  should  be  spent  on 
alleviating  current  problems  instead,  and  in  what  fashion? 

1  would  like  to  recommend  to  this  Committee  that  a  greater  impact  in  fostering  development  can 
be  achieved,  and  current  problems  can  be  alleviated  to  a  greater  extent,  with  smaller  amounts  of 
money  if  this  money  is  spent  in  a  different  way  than  is  now  occurring  under  U.S.  foreign 
assistance  programs.  At  present,  the  mainstays  of  assistance  efforts  are  various  kinds  of  policy 
recommendations  and  "support",  technical  assistance  and  plarming  exercises.  Despite  the  large 
amounts  of  funds  being  spent  in  this  way,  there  are  very  little  visible  or  measurable  results  being 
produced,  as  numerous  GAO  and  other  reports  have  documented. 

Thanks  to  certain  changes  in  the  developing  countries  which  I  will  describe  in  a  minute,  a  new 
way  of  achieving  the  same  development  goals  has  become  possible.  Private  parties,  like  our 
company  and  others,  are  now  able  to  develop,  construct,  own  and  operate  private  infrastructure 
projects  in  these  countries.  In  the  process  of  doing  so,  private  parties  are  able  to  achieve  the  two 
things  which  U.S.  foreign  assistance  efforts  have  long  been  trying  (without  much  success)  to 
achieve:  (1)  the  projects  are  serving  as  action-forcing  events  that  are  getting  the  host  countries 
to  finally  implement  the  legal  and  policy  changes  long  urged  upon  them;  and  (2)  as  an  adjunct 
to  these  projects,  to  win  local  support,  the  private  developers  are  installing  substantial  amounts 
of  medical  facilities,  schools  and  the  like  to  alleviate  current  problems  in  these  countries. 

Under  this  new  approach,  the  private  parties  are  bearing  the  costs,  both  for  bringing  the  policy 
reform  process  to  fruition  with  the  host  country  governments,  and  for  the  facilities  to  alleviate 
current  problems.  In  fact,  the  amount  of  money  private  parties  are  spending  on  these  things  in 
conjunction  with  these  infrastructure  projects  is  already  surpassing  what  the  U.S.  has  been  able 
to  spend  in  public  funds,  as  I  will  illustrate  shortly  with  some  real  world  examples.  Since  private 
parties  are  spending  their  own  money  on  these  things,  they  are  also  maximizing  the  efficiency. 
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As  a  result,  the  U.S.  can  and  should  now  cut  way  back  on  the  amounts  of  foreign  assistance 
funds  it  is  spending  on  these  things.  Instead,  the  U.S.  should  take  a  fraction  of  these  savings  and 
spend  it  in  a  different  way:  providing  some  of  the  lending  capacity  needed  to  enable  the  private 
sector  to  continue  this  growing  role.  Private  parties  are  putting  hundreds  of  millions  of  dollars 
of  equity  into  these  projects,  but  the  projects  are  too  big  for  the  companies  to  be  able  to  finance 
entirely  from  their  own  resources.  The  projects  can  only  go  forward  if  project  lending  is 
available  to  combine  with  the  equity.  For  the  medium-term  future  (but  not  forever)  the  only 
viable  source  for  such  lending  is  the  public  finance  agencies:  the  national  ones  (OPIC  and  Exim) 
and,  to  some  extent,  the  multilateral  development  banks  (MDBs). 

By  making  significant  cuts  in  the  current  foreign  assistance  activities  that  are  no  longer  useful, 
and  rechanelling  a  small  portion  to  the  fmance  agencies,  this  Committee  can  enable  the  private 
sector  to  continue  this  growing  role  in  footing  the  bills  for  development  assistance  and  producing 
more  visible  results.  This  approach  achieves  tremendous  leveraging  of  U.S.  taxpayer  dollars: 
U.S.  taxpayers  no  longer  pay  for  much  of  these  development  benefits  ~  they  only  loan  some  of 
the  money  to  the  private  parties  who  develop  these  projects,  who  pay  for  the  benefits  as  part  of 
the  project  costs  and  repay  the  loans.  Furthermore,  instead  of  these  dollars  being  spent  one-for- 
one,  as  foreign  assistance  grants  are,  each  dollar  provided  to  a  finance  agency  is  able  to  achieve 
twenty  to  forty  times  that  amount  in  lending  capacity. 

This  private  sector  driven  approach  I  am  describing  applies  not  only  in  the  energy  sector,  which 
is  my  company's  area  of  activity,  but  also  in  the  other  infrastructure  sectors  ~  toll  roads  and 
other  transport  facilities;  water  and  sewage;  telecom  —  and  potentially  in  industrial  sectors. 
Furthermore,  it  is  an  approach  that  is  working  in  the  whole  range  of  developing  countries:  both 
the  larger  and  stronger  ones,  such  as  India  and  China,  and  also  the  poorest  and  weakest,  such  as 
Mozambique  and  Uganda.  My  own  company,  for  example,  has  already  completed  major  projects 
in  some  very  difficult  countries,  such  as  Guatemala  ($92  million),  Dominican  Republic  ($205 
million),  Colombia  ($215  million)  and  the  Philippines  ($135  million  and  $130  million),  and  the 
project  we  are  pursuing  in  Mozambique  is  also  quite  large  ($500  million).  AES'  project  in 
Uganda  is  similarly  large  ($400  million). 

Let  me  now  describe  more  specifically  why  this  new  approach  has  come  about  and  how  it  works. 


Changes  In  Developing  Countries  Have  Opened  The  Way  For  A  Major  Private  Role  In 
Development 

In  the  last  five  years,  there  have  been  major  changes  in  many  developing  countries'  views  on  how 
infrastructure  activities  should  best  be  organized,  administered,  and  even  owned.  Functions  that 
were  once  considered  the  "natural"  domain  of  government  have  been  found  to  operate  more 
efficiently  and  cheaply  when  turned  over  to  private  business.  In  addition,  areas  viewed  as 
"natural"  monopolies  have  been  found  to  be  appropriate  for  intense  competition,  e.g.,  the 
generation  of  electricity  and  even  the  construction  and  operation  of  large  roadways. 
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The  main  impetus  for  this  fundamental  change  in  thinking  came  from  necessity:  the  developing 
countries  were  no  longer  able  to  arrange  public  financing  for  these  infrastructure  projects.  They 
did  not  have  the  huge  amounts  of  funds  themselves,  and  they  no  longer  had  access  to  the  kinds 
of  credits  they  had  in  the  past.  Sovereign  lending  tailed  off  because  of  bad  experiences  in  the 
past,  and  some  major  foreign  aid  sources  (such  as  the  USSR)  had  disappeared. 

Another  impetus  for  this  change  in  thinking  has  been  that  the  old  statist  approach  to  these 
infrastructure  projects  has  been  a  failure.  Under  the  old  approach,  government  planners 
conceived  and  controlled  the  projects,  with  very  poor  results.  The  projects  were  typically  large 
and  overly  ambitious,  completed  far  later  than  scheduled,  at  costs  far  greater  than  originally 
budgeted,  staffed  with  five  to  ten  times  the  number  of  employees  necessary  for  effective 
operation,  and  operated  at  very  low  levels  of  utilization,  safety,  and  environmental  responsibility. 
Just  to  give  you  one  example  fi-om  my  company's  sector:  electric  power  plants  typically  operated 
at  only  about  50%  of  capacity,  whereas  the  norm  should  be  85-90%. 

Such  problems  are  typical  and  widespread  in  the  developing  countries:  the  lights  don't  stay  on, 
the  water  isn't  safe  to  drink,  the  roads  are  dangerous  and  congested,  and  phone  calls  are 
impossible  to  make  or  receive.  These  problems  are  what  has  created  the  opportunity  for  private 
companies  like  ours  to  come  in,  undertake  enormous  risks  and  costs  (including  ancillary  benefits 
costs),  get  compensated  for  those  risks  and  costs,  and  still  deliver  the  services  more  reliably  and 
cheaply  than  the  existing  public  projects  in  these  countries. 

Furthermore,  these  infrastructure  problems  are  the  most  important  issue  to  be  addressed  by  the 
developing  countries  themselves  and  by  assistance  donors.  Why?  Because  basic  infrastructure 
(electricity,  safe  water,  sewage  treatment,  transport  and  telephones)  is  the  essential  key,  both  to 
enable  economic  growth  to  occur  and  to  improve  the  living  conditions  of  the  population. 

Many  developing  countries  have  now  looked  around  the  world  and  recognized  that  reliance  on 
markets  and  entrepreneurial  capitalism  have  enabled  other  non- Western  countries  such  as  the 
Asian  tigers  to  develop,  despite  some  difficult  political  situations  and  limited  natural  resource 
bases.  As  a  result,  they  have  begun  to  open  their  own  infi-astructure  sectors  to  private  ownership 
and  operation. 

The  acceptance  of  these  changes  to  long-held  ways  of  thinking,  and  the  speed  with  which  they 
have  spread  around  the  globe,  has  been  breathtaking.  Coimtry  after  coimtry  has  sold  government- 
run  enterprises  or  opened  up  new  facilities  to  private  suppliers—places  as  diverse  and  unlikely  as 
Ghana,  Bolivia,  and  Bangladesh  are  currently  proposing  or  entertaining  offers  fi-om  private  sector 
suppliers  like  ourselves  to  buy  existing  power  plants,  or  to  build  and  operate  new  ones  to  meet 
added  demand.  It  is  perhaps  not  surprising  that  the  foreign  aid  programs  have  failed  to  keep  pace 
with  these  changes.  However,  as  I  explained  at  the  outset,  it  is  time  to  recognize  this  wave  of 
change  that  has  swept  over  the  developing  countries,  recognize  the  new  role  that  the  private 
sector  is  now  playing  in  development,  and  change  U.S.  foreign  assistance  spending  accordingly. 
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The  Private  Sector  Is  Now  Delivering  Greater  Amounts  Of  Development  Benefits,  and  Doing  So 
More  Effectively.  Than  Existing  U.S.  Foreign  Assistance  Programs 

When  a  firm  like  Enron,  Mission  or  AES  goes  into  a  foreign  country  to  imdertake  a  project,  just 
what  do  we  do?  In  simplest  terms,  we  identify  the  need,  select  a  suitable  site,  design  an 
appropriately  sized  facility,  work  out  fuel  supplies,  develop  relations  with  local  and  central 
government  officials  in  order  to  secure  the  necessary  permits  and  approvals,  negotiate  power  sales 
contracts,  finance  and  construct  the  facility,  and  operate  and  maintain  it  over  its  (20-30  year) 
useful  life.  We  make  money  by  selling  an  important  commodity  ~  electricity  ~  to  the  local 
people  at  a  reasonable  price. 

If  we  are  successful,  the  results  are  not  only  the  addition  of  valuable  physical  assets  to  the 
country,  but,  equally  important,  the  creation  of  "commercial  infrastructure".  These  projects  must 
be  put  together  and  financed  using  standard  private  sector  tools.  This  process,  which  for  the  first 
round  of  projects  is  invariably  painful  and  time-consuming,  forces  governmental  officials  of  the 
country  in  question  to  deal  with  the  reforms  needed  in  these  key  areas: 

1 .  Property  rights,  including  the  enforceability  of  contracts.  We  cannot  fmance  large 
projects  if  the  pricmg  in  sales  contracts  is  viewed  as  subject  to  on-going  negotiation  even 
after  project  completion,  or  if  real  estate  obligations,  be  they  sales  or  leases,  can  be  later 
overturned  by  government  fiat. 

2.  Market  pricing.  We  borrow  money  from  lenders  who  want  it  back,  and  investors 
who  want  a  return  on  their  investment.  Thus,  the  price  at  which  we  sell  our  product  must 
be  sufficient  to  cover  all  our  fixed  and  variable  costs,  and  allow  a  reasonable  profit. 
Infrastructure  services  in  these  countries,  such  as  electricity,  are  frequently  priced  with  no 
linkage  whatsoever  to  their  costs,  and  heavily  subsidized.  These  subsidies  are  a  huge 
drain  on  the  national  or  state  treasury,  distort  resource  allocations,  allow  industry  to  be 
wasteful  and  uncompetitive,  and  make  further  invest  lent  in  more  infrastructure 
facilities  unattractive  or  impossible.  In  private  projects  like  ours,  costs  must  be  honestly 
reflected  in  the  prices  charged  and  collected  in  order  fo   the  project  to  be  financeable. 

3.  Regulatory  reform.  One  of  the  most  important  regulatory  reforms  —  privatization  - 
-  is,  by  definition,  the  necessary  starting  point  for  any  of  these  private  infrastructure 
projects.  Beyond  that,  potential  investors  for  such  projects  are  not  attracted  to  countries 
in  which  the  permits  and  approvals  necessary  for  plant  construction  and  operation  cannot 
be  determined  with  certainty,  or  where  such  permits  can  be  arbitrarily  withdrawn  or 
modified.  Transparency  and  predictability  in  this  area  are  essential,  and  some  streamlining 
is  often  necessary  as  well. 

4.  Sound  lending.  We  deal  with  real-world  financial  institutions  who  are  very  concerned 
about  project  credit  strength,  security  arrangements  to  bolster  credit,  currency 
convertibility,  dispute  resolution  and  the  like.  Banks  in  many  of  the  developing  countries 
have  been  state  owned  or  controlled,  and  their  lending  has  been  influenced  by  government 
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interests  and  priorities.  They  have  little  experience  with  international  standards  of  credit 
analysis,  comparative  rates  of  return  and  sound  lending  practices.  In  private  infrastructure 
projects,  the  financing  packages  are  typically  assembled  from  number  of  different  lenders, 
both  local  and  international.  The  lenders  must  learn  each  others'  requirements  and  work 
out  common  loan  terms  for  the  projects. 

These  are  the  kinds  of  important  changes  in  laws,  policies  and  practices  that  private  sector  led 
infrastructure  projects  are  causing  to  finally  be  implemented.  By  working  closely  with  private 
developers,  engineers,  fmancial  advisors,  lawyers  and  lenders  throughout  the  several-year  process 
of  project  development  and  fmancing,  host  country  authorities  come  to  recognize  that  the  project 
can  only  go  forward  to  fiiiition  if  these  kinds  of  changes  are  made.  Importantly,  the  project  also 
provides  these  authorities  with  some  "cover"  against  domestic  criticism  and  resistance  to  these 
changes:  the  authorities  can  jHjint  to  immediate,  tangible  benefits  as  a  counterweight  (ending  of 
brown-outs,  availability  of  new  drinking  water  supplies,  and  the  like). 

Let  me  give  you  a  real  world  example  to  illustrate  these  points.  This  week,  Enron  will  reach 
closing  on  a  $920  million  power  plant  project  in  Dabhol,  one  of  the  poorest  areas  of  India,  just 
south  of  Bombay.  The  project  has  been  put  together  by  an  all-U.S.  consortium  (Enron,  Bechtel 
and  GE),  and  is  using  U.S.  sourcing  for  the  capital  equipment,  engineering  and  other  services, 
other  than  the  local  labor  and  materials  for  construction. 

This  is  the  first  privately  developed  independent  power  plant  in  India.  Like  most  such  projects, 
it  has  taken  nearly  three  years  to  develop  the  project  and  arrange  the  fmancing.  Throughout  this 
process,  we  have  worked  with  the  numerous  relevant  ministries  of  the  Government  of  India  and 
the  State  of  Maharashtra  on  a  daily  basis,  as  well  as  with  the  Foreign  Investment  Promotion 
Board,  the  central  bank,  and  five  leading  Indian  banks.  We  have  had  teams  of  specialists  on  the 
ground,  addressing  each  set  of  issues  (electricity  sales,  fiiel  supply,  environmental  requirements, 
site  acquisition  from  over  600  landowners,  construction  arrangements,  equipment  procurement, 
financing,  foreign  exchange  requirements,  legal  and  tax  issues,  relations  wdth  surrounding  villages, 
etc.),  and  working  to  obtain  the  nearly  150  different  kinds  of  permits  and  approvals  required. 

Working  through  this  process  has  given  the  Indian  authorities  a  real  and  concrete  understanding 
of  the  kinds  of  legal  and  policy  changes  needed  in  India,  and  has  given  the  Indian  banks  a  real 
and  concrete  imderstanding  of  sound  project  lending  practices.  Moreover,  our  company  spent  an 
enormous  amount  of  its  own  money  ~  approximately  $20  million  —  on  this  education  and  project 
development  process  alone,  not  including  any  project  costs. 

Thus,  in  only  one  large  project  by  one  U.S.  company,  we  have  already  spent  more  money  on  the 
educational  process  than  the  U.S.  could  afford  to  spend  in  public  funds  for  this  purpose. 
Furthermore,  the  education  provided  by  our  project  has  had  a  greater  impact  than  would  fiirther 
general  technical  assistance,  and  has  finally  achieved  some  key  changes  that  have  long  been  urged 
by  development  institutions  such  as  the  World  Bank  and  AID.  Just  two  of  a  number  of 
examples: 
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•  The  State  of  Maharashtra,  where  our  project  is  located  in  India,  is  now  revamping  its 
electricity  rate  structure  to  end  electricity  price  subsidies. 

•  Five  leading  Indian  banks  are  playing  a  major  role  in  the  total  fmancing  package  for  our 
power  plant  project.  They  have  not  previously  done  project  financing,  but  through  the 
financing  process  on  our  project  they  have  developed  a  thorough  understanding  of  project 
finance,  international  lending  practices,  project  credit  evaluation  and  security  requirements, 
and  the  like  ~  something  that  no  amount  of  technical  assistance  could  have  achieved  as 
effectively  as  a  real  live  project. 

In  these  and  many  other  ways,  projects  like  ours  help  a  host  country  actually  put  in  place  the 
"commercial  infrastructure"  necessary  for  development  to  occur  —  i.e.,  the  policies,  laws  and 
practices  that  are  the  basic  tools  of  a  market  economy.  As  I  said  at  the  beginning,  this  is  the  first 
key  to  a  successful  foreign  assistance  program. 

Now,  let  me  describe  how  our  India  project  is  achieving  what  I  described  earlier  as  the  second 
key  to  a  successful  foreign  assistance  program:  coping  with  current  problems  in  the  host  country. 
As  I  have  already  mentioned,  the  total  project  costs  are  about  $920  million.  Included  in  this 
amount  are  very  substantial  amounts  of  medical,  educational,  employment  and  other  benefits  of 
the  kind  traditionally  thought  of  as  the  job  of  foreign  assistance  programs. 

Specifically,  our  capital  expenditure  budget  for  the  project  includes  $24.5  million  for  a  fifty-bed 
hospital,  a  primary  school,  a  vocational  school,  drinking  water  pipelines  for  the  surrounding 
villages  and  road  improvements.  The  budget  also  includes  an  additional  $75  million  for  port 
improvements  (dredging,  new  jetties,  etc.)  that  will  be  available  for  general  public  use.  Finally, 
the  project  includes  employment  for  several  hundred  persons,  both  at  the  plant  and  elsewhere, 
with  an  anniial  payroll  of  $5  million  throughout  the  life  of  the  project.  We  provide  extensive 
training  for  the  employees,  and  these  are  high  value  jobs  relative  to  the  local  economy. 

Why  do  we,  and  other  developers,  include  such  things  in  our  projects?  To  win  local  support  and 
support  of  the  authorities,  and  contribute  to  the  general  improvement  of  conditions  in  the  area. 
It  is  somewhat  like  the  kind  of  improvements  and  amenities  a  real  estate  developer  provides  in 
connection  with  a  sub-division  project.  Since  private  infi-astructure  projects  are  such  a  large  and 
long  term  (20-30  year)  investment,  it  is  essential  that  local  and  goverrunental  support  be  very 
solid.  Therefore,  Enron  and  other  project  developers  are  careful  to  include  substantial  benefits 
in  their  projects.  (For  example,  AES  has  included  $14.2  million  in  its  $344  million  project  in 
Pakistan,  $31  million  in  its  $680  million  project  in  another  part  of  India,  and  similar  items 
elsewhere.) 

So,  in  this  regard  as  well,  private  projects  are  delivering  larger  amounts  of  real,  tangible  benefits 
for  immediate  improvements  in  local  health,  education  and  employment  conditions  than  the  U.S. 
could  afford  to  do  with  public  foreign  assistance  fiinds.  As  I  said  at  the  beginning,  coping  with 
such  existing  problems  is  the  second  key  to  a  successful  foreign  assistance  program. 
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The  success  of  these  private  projects  in  achieving  the  third  key  -  benefitting  U.S.  interests  -- 
should  already  be  obvious  from  my  description  of  the  projects,  and  1  will  touch  on  it  only  briefly. 
One  of  the  main  (though  not  the  only)  benefits  to  U.S.  interests  lies  in  the  economic  value  of 
these  infrastructure  projects.  They  are  very  large,  usually  ranging  from  about  $200-700  million 
per  project.  TTiey  include  correspondingly  large  amounts  of  capital  equipment,  and  engineering 
and  other  high  value-added  services.  Since  much  of  these  goods  and  services  can  be  sourced  in 
the  U.S.,  these  infrastructure  projects  are  the  most  important  area  of  growth  in  export  value  to 
the  U.S.  In  fact,  they  are  already  catching  up  to  aircraft  in  export  importance,  and  should  surpass 
aircraft  during  this  decade. 


Limited  Amounts  Of  Public  Funds  Remain  Essential  (For  Now)  To  Help  Provide  The  Necessary 
Lending  Capacity  For  These  Private  Infrastructure  Projects 

These,  then,  are  the  ways  in  which  this  private  sector-  and  market-driven  approach  is  achieving 
the  three  keys  to  a  successfiil  foreign  assistance  program.  The  existing  foreign  assistance 
programs  should  perhaps  be  commended  for  having  done  such  a  thorough  job  of  advising 
countries  on  what  needs  to  be  done  and  how  they  should  do  it.  But  now,  these  countries  do  not 
need  any  more  studies,  harangues,  or  advice.  They  need  to  get  on  with  the  doing.  I  have  just 
outlined  the  reasons  why  private  infrastructure  projects  are  now  the  most  effective  way  to  make 
this  happen. 

Let  me  now  fill  in  the  last  piece  of  the  picture:  what  role  does  this  leave  for  public  foreign 
assistance  efforts  to  play?  Apart  from  humanitarian  assistance  (which  I  am  not  addressing),  it 
leaves  one  limited  surgical  role  that  is  absolutely  essential  in  order  for  the  private  sector  to  be 
able  to  continue  delivering  these  development  benefits  as  I  have  described:  providing  some  of  the 
lending  capacity  needed  for  these  infrastructure  projects. 

These  projects  have  to  be  financed  on  a  project  finance  basis.  Companies  like  ours  put  in  a  large 
amount  of  equity  ~  usually  25-30%.  (In  our  India  project,  for  example,  we  have  put  in  30% 
equity:  that's  $300  million,  cash.)  Companies  then  need  a  source  of  debt  financing  for  the  rest 
of  the  project  costs. 

As  I  explained  at  the  beginning  of  my  remarks,  the  only  viable  source  for  such  debt  at  this  time 
is  the  public  finance  agencies.  Companies  are  not  able  to  finance  them  through  balance  sheet 
borrowing  because  these  projects  are  so  huge  that  even  a  large  company  like  Enron's  balance 
sheet  cannot  support  them. 

Commercial  banks  are  unwilling  (for  now)  to  provide  the  project  finance  for  these  projects  for 
several  reasons.  First,  they  are  still  feeling  chastened  by  the  prior  bad  experiences  with  LDC 
sovereign  loans.  Although  project  loans  are  more  secure  in  some  important  ways  than  sovereign 
loans,  the  projects  are  still  exposed  to  country  and  political  risks.  These  risks  can  be  hard  to 
predict  over  the  long  term,  and  hard  to  cope  with.  Second,  the  typical  duration  of  these 
infrastructure  projects  is  twenty  to  thirty  years,  and  the  minimum  period  needed  to  pay  off  the 
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project  debt  is  ten  to  fifteen  years.  Commercial  banks  cannot  handle  such  long  repayment 
periods.  Third,  a  track  record  has  not  yet  developed  on  these  kinds  of  projects,  as  the  first  such 
projects  have  only  begun  in  the  last  several  years.  As  a  result,  commercial  banks  do  not  yet  have 
enough  benchmarks  to  help  them  overcome  the  other  concerns. 

The  only  other  possible  source  of  project  debt  is  tapping  the  capital  markets  directly  (large 
institutional  investors).  Our  company  has  been  an  industry  leader  in  this.  We,  and  other  U.S. 
companies,  were  first  able  to  tap  these  sources  in  late  1993  and  have  tried  to  do  so  in  several 
more  transactions  since.  However,  this  is  an  extremely  unreliable  source:  the  capital  markets' 
availability  for  these  emerging  markets  projects  evaporated  overnight  in  the  fu-st  quarter  of  last 
year  when  interest  rates  rose  in  the  U.S.,  and  again  evaporated  overnight  at  the  end  of  December 
due  to  the  crisis  in  Mexico.  Just  to  give  you  two  examples:  $150  million  of  the  debt  for  our 
India  project,  and  all  of  the  debt  for  a  $130  million  project  we  have  under  way  in  China,  was 
planned  to  come  from  the  capital  markets  and  scheduled  for  closing  this  month.  These  financings 
had  been  nearly  a  year  in  the  making  and  both  became  impossible  at  the  last  minute  due  to 
external  events.  For  India,  we  scrambled  to  arrange  bridge  financing,  and  for  China  we  are  still 
searching. 

For  these  reasons,  the  public  finance  agencies  are  absolutely  essential.  It  should  now  be  clear, 
but  I  would  like  to  underscore  as  well,  that  companies  like  ours  using  these  agencies  for  project 
finance  are  not  seeking  to  duck  putting  our  own  money  in  (I  have  already  explained  that  we  put 
in  tens  of  millions  in  risk  money  for  development  costs,  and  hundreds  of  millions  in  project 
equity).  Even  more  importantly,  we  are  not  seeking  to  use  these  agencies  for  a  pricing  advantage 
~  it  is  a  question  of  sheer  availability  of  lending.  We  are  paying  relatively  high  rates  for  the 
fmancing  from  these  agencies,  and  we  support  the  idea  that  the  pricing  should  reasonably  reflect 
the  risks.  For  example,  in  our  India  project  we  are  paying  an  all-in  rate  of  about  1 1%  on  the 
$400  million  in  financing  from  OPIC  and  Exim,  and  in  some  of  our  other  projects  we  are  paying 
considerably  higher. 

We  exjject  our  need  for  public  finance  agencies  to  continue  for  the  medium-term  future,  but  not 
forever  —  just  imtil  a  sufficient  track  record  of  success  with  enough  of  these  projects  in  enough 
countries  builds  up  so  that  private  lenders  will  gradually  come  in.  A  realistic  estimate  might  be 
about  ten  to  twelve  years  (figuring  on  two  to  three  years  for  development,  three  years  for 
construction  and  a  couple  of  years  of  operations  for  each  project  comprising  the  track  record). 

I  will  make  only  a  few  overall  comments  on  the  finance  agencies,  as  I  understand  that  hearings 
are  likely  to  be  held  later  on,  specifically  to  addresss  the  finance  agencies.  This  morning,  keeping 
the  focus  on  the  150  Account  overall,  I  would  like  to  leave  you  with  just  two  fmal  points  about 
these  finance  agencies. 

First,  a  serious  gap  is  already  growing  between  the  current  lending  capacity  of  these  agencies  and 
the  amounts  of  lending  needed  for  all  the  sound  private  infrastructure  projects  that  are  finishing 
the  development  process  and  coming  ready  for  financing  and  construction.  I  would  be  happy  to 
provide  the  Committee  with  facts  and  figures  documenting  this.     This  capacity  shortfall  is 
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especially  acute  at  one  of  tlie  U.S.  agencies  -  the  Overseas  Private  Investment  Corporation 
(OPIC).  The  shortfall  would  also  become  immediately  acute  if  certain  proposed  cuts  were  made 
in  the  U.S.  Export  Import  Bank.  Together,  these  two  agencies  and  their  lending  are  absolutely 
essential  to  the  ability  of  the  private  sector  to  continue  the  growing  role  in  development  assistance 
that  I  have  described  today.  They  are  the  most  important  among  all  of  the  finance  agencies  at 
this  time. 

The  World  Bank  and  other  multilateral  development  banks  (MDBs)  also  have  the  potential  to 
become  useful  players  for  private  infrastructure  projects.  To  date,  experience  with  them  has  been 
very  mixed.  There  are  a  few  bright  spots.  The  most  important  of  these  is  the  new  guarantee 
program  at  the  World  Bank  for  private  projects,  but  it  is  having  to  operate  with  one  hand  tied 
behind  its  back.  Other  bright  spots  include  the  new  program  for  private  project  lending  at  the 
InterAmerican  Development  Bank,  and  individual  positive  experiences  (such  as  our  current 
experience  on  the  Mozambique  project  with  the  International  Development  Association).  Apart 
from  these  bright  spots,  the  majority  of  the  MDB  programs  are  still  operating  imder  the  old 
approach  and  as  such  are  not  very  useful.  With  only  four  or  five  key  changes,  the  MDBs  could 
become  important  players  for  private  infrastructure  projects.  We  believe  these  changes  should 
be  quite  achievable,  and  are  heartened  by  the  MDBs'  own  growing  recognition  of  the  need  for 
such  changes. 

The  second  of  my  two  final  points  is  to  come  full  circle,  and  re-emphasize  as  I  did  at  the  outset, 
that  as  this  Committee  considers  what  changes  and  cuts  to  make  in  the  150  Account,  it  is 
important  to  recognize  how  much  more  mileage  can  be  obtained  from  spending  smaller  amounts 
of  money  but  channelling  them  to  the  finance  agencies  and  cutting  the  amount  of  spending  on 
policy  advice,  technical  assistance  and  planning  exercises.  This  change  in  spending  approach  will 
relieve  the  U.S.  taxpayer  of  paying  for  a  lot  of  development  benefits  that  private  parties  can  now 
provide,  and  will  achieve  leveraging  of  twenty  to  forty  dollars  per  dollar  of  public  funds  spent. 


Thank  you  for  allowing  me  to  appear  before  you  today.  I  will  of  course  be  happy  to  try  to 
answer  any  questions  you  may  have. 
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March  8,  1995 

Subcommittee  on  Asia  and  the  Pacific 

Questions  Submitted  for  the  Record 


The  House  Budget  Committee  seems  prepared  to  require  spending 
cuts  for  foreign  assistance  in  the  neighborhood  of  8%  below  the 
Administration's  request.   Given  this  likely  reality,  how  would 
you  prioritize  U.S.  assistance  activities  in  Asia? 

—  In  light  of  the  budgetary  realities  and  the  fact  that 
the  United  States  simply  cannot  blanket  the  world  in  foreign 
assistance,  should  AID  focus  its  efforts  on  the  poorest  of 
the  poor  in  Asia  (i.e.,  Bangladesh,  Sri  Lanka),  or  on  those 
nations  that  have  the  greatest  prospect  for  breaking  the 
cycle  of  poverty  (i.e.,  India,  Indonesia)? 

—  With  certain  and  dramatic  budgetary  reductions  in 
foreign  assistance,  will  AID  try  to  specialize  in  a  few 
specialized  types  of  assistance  that  it  does  well,  or  will 
AID  continue  with  the  full  range  of  activities  in  Asia,  but 
on  a  more  selective  basis? 


The  Japanese  foreign  aid  progrzun  has  grown  dramatically  in  recent 
years.   What  types  of  activities  have  the  Japanese  undertaken? 
Do  the  Japanese  rely  heavily  on  tied  aid  as  a  form  of  assistance? 

In  1993,  H. Con. Res.  179  sought  to  encourage  the 
Japanese  to  buy  the  much  cheaper  U.S.  agricultural  products 
for  use  in  their  humanitarian  assistance  program.   Has  any 
progress  been  made  in  getting  the  Japanese  to  purchase  U.S. 
commodities  for  their  food  aid  programs? 

American  and  Japanese  aid  personnel  meet  annually  at 
the  East  West  Center.   What  has  been  the  result  of  these 
meetings? 
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Count«rnarootlcs  remains  a  priority  of  the  U.S.  aid  program.   The 
United  States  is  awash  in  pure,  cheap,  and  deadly  heroin.   Most 
of  this  heroin  comes  from  Burma. 

We  have  serious  human  rights  problems  with  the  SLORC 
government  in  Rangoon,  has  the  United  States  explored  any 
regional  or  multilateral  efforts  to  contain  Burmese 
narcotics? 

Does  the  United  States  consider  the  SLORC  to  be 
credible  when  it  claims  to  be  fighting  the  growing  of  opium 
and  the  opium  trade? 

—   Is  the  United  States  working  with  the  United  nations 
Drug  Control  Program  (UNDCP)  to  respond  to  Burmese  heroin? 


Please  spell  out  for  us  the  Asia  Regional  accounts.   What  is  the 
$49  million  in  development  assistance  going  to  be  used  for? 

—   We  understand  from  staff  that  $5  million  of  the  $8 
million  in  the  Asia  Regional  ESF  budget  is  for 
democratization  in  China.   Why  not  give  us  a  little  truth  in 
packaging  and  separate  the  China  money  into  a  single 
account? 


The  US-Asia  Enviroiunental  Partnership,  funded  by  USAID,  has  spent 
more  than  $58  million  in  the  last  two  years: 

How  much  will  the  group  be  spending  in  FY95  and  what  is 
its  budget  request  for  FY96? 

Is  this  organization's  mission  foreign  assistance  or 
commercial  promotion,  or  both? 

—   What  is  the  total  value  of  commercial  contracts 
garnered  by  this  program? 

We  will  submit  some  written  questions  on  the 
administrative  expenses  of  the  US-AEP,  e.g.,  office  expenses 
(US-AEP  has  15  overseas  offices  in  12  Asian  locations) ,  and 
travel  expenses. 

The  House  Appropriations  Committee  has  voted  to  rescind 
$436  million  in  150  foreign  policy  accounts.   What  impact 
would  these  rescissions  have  on  U.S.  assistance  efforts  in 
Asia? 
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Has  Bangladesh  received  any  debt  forgiveness  or  payment  in  local 
currency?  Are  there  any  thoughts  of  broadening  or  building  upon 
this  debt  forgiveness  effort? 


The  Cambodia  ESF  request  of  nearly  $40  million  quadruples  the 
1995  budget.   While  we  all  commend  Cambodia  for  its  movement 
toward  democracy,  the  request  raises  several  questions: 

How  can  the  infrastructure  there  handle  a  four-fold 
increase  in  one  year? 

Is  all  the  money  for  projects  or  is  some  for  budgetary 
support? 


In  recent  years,  India  (and  Bangladesh)  have  had  serious  problems 
of  under-utilization  of  foreign  assistance,  usually  the  result  in 
in-country  bureaucratic  inefficiency  in  moving  aid  funds  from 
central  government  to  state  or  local  governments  that  actually 
use  the  aid. 

To  what  extent  has  AID  funds  in  India  been  tied  up  by 
the  Indian  bureaucracy?  Has  India  taken  any  steps  to 
address  this  problem? 


For  years  the  United  States  poured  hundreds  of  millions  into  the 
Philippines  via  the  Multilateral  Assistance  Initiative  (MAI) . 
What  did  the  United  States  get  for  this  expenditure? 

What  has  been  the  most  significant  accomplishment  of 
the  MAI?  Would  you  term  the  MAI  a  success? 


91-283  0-95-4 
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IMPACT  OF  SPENDING  CUTS  ON  USAID  ACTIVITIES  IN  ASIA 
AID  PROGRAM  FOCUS 


Mr.  Bereuter:   The  House  Budget  Committee  seems  prepared  to 
require  spending  cuts  for  foreign  assistance  in  the  neighborhood 
of  8%  below  the  Administration's  request.   Given  this  likely 
reality,  how  would  you  prioritize  U.S.  assistance  activities  in 
Asia? 

--  In  light  of  the  budgetary  realities  and  the  fact 
that  the  United  States  simply  cannot  blanket  the  world  in  foreign 
assistance,  should  USAID  focus  its  efforts  on  the  poorest  of  the 
poor  in  Asia  (i.e.,  Bangladesh,  Sri  Lanka)  or  on  those  nations 
that  have  the  greatest  prospect  for  breaking  the  cycle  of  poverty 
(i.e.,  India  and  Indonesia)? 

Answer:    The  ANE  Bureau  is  in  the  process  of  reviewing  the  USAID 

strategic  development  plans  for  each  of  our  recipient 

countries  to  assess  how  effective  each  AID  program  is. 

We  are  using  the  knowledge  gained  from  these  reviews  to 

prioritize  our  budget  allocations.   Better  performers 

will  be  getting  more  of  the  scarce  resources. 


We  have  closed  or  are  in  the  process  of  closing  our 
bilateral  program  in  Thailand,  the  South  Pacific, 
Pakistan  and  Afghanistan.   It  is  our  hope  that  we  will 
not  have  to  close  in  a  draconian  fashion  any  further 
programs  in  Asia.   The  nature  of  our  assistance  will 
change  to  reflect  the  growth  patterns  of  the  countries. 

We  will  continue  to  try  to  work  in  as  many  of  the 
deserving  countries  in  Asia  as  possible.   Sri  Lanka, 
while  poor,  is  within  about  a  decade  of  self  sustaining 
growth.   Bangladesh,  while  poor,  is  now  self  sufficient 
in  rice.   India  has  embarked  on  great  changes  in  its 
economic  development  paradigm  but  has  a  long  way  to  go 
before  an  economic  transformation  is  assured. 
Indonesia  is  a  very  efficient  development  partner,  a 
country  where  we  get  an  enormously  high  rate  of  return 
on  our  investment.   We  try  to  tailor  our  assistance  to 
the  needs  of  each  country. 
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IMPACT  OF  SPENDING  CUTS  ON  USAID  ACTIVITIES  IN  ASIA 
SPECIALIZATION  OR  FULL  RANGE  OF  SUPPORT 


Mr.  Bereuter:   With  certain  and  dramatic  budgetary  reductions  in 
foreign  assistance,  will  USAID  try  to  specialize  in  a  few 
specialized  types  of  assistance  that  it  does  well,  or  will  USAID 
continue  with  the  full  range  of  activities  in  Asia,  but  on  a  more 
selective  basis? 

Answer:         Over  the  past  several  years  our  programs  have 

become  more  focussed.   The  current  budget  will  not 

allow  us  to  be  all  things  to  all  countries.   We 

are  currently  reviewing  strategic  plans  which  will 

allow  us  to  assess  what  we  do  best  in  each 

country.   We  will  match  that  data  with  our  foreign 

policy  interests  and  budgetary  resources  to 

determine  what  our  program  mix  will  be  in  each 

country. 

We  will  focus  on  the  institutional  sustainability 
in  each  sector.   In  the  more  developed  countries, 
we  are  looking  for  opportunities  to  change  the 
nature  of  our  relationship  to  one  where  we  will  be 
able  to  set  up  a  self  sustaining  development 
partnership.   Increasingly,  our  programs  are 
emphasizing  technical  assistance  and  knowledge 
transfer  as  the  most  effective  and  least  cost  way 
to  deliver  the  technical  leadership  that  the  Asian 
countries  demand  of  USAID. 
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JAPANESE  FOREIGN  ASSISTANCE 

Mr.  Bereuter:   The  Japanese  foreign  aid  program  has  grown 

dramatically  in  recent  years.   What  types  of 
activities  have  the  Japanese  undertaken?   Do  the 
Japanese  rely  heavily  on  tied  aid  as  a  form  of 
assistance? 

Answer:    Japan's  foreign  assistance  program  has  both  grown  and 

diversified  in  the  past  few  years.   While  there  remains 

a  heavy  emphasis  on  construction  projects  (primarily 

roads  and  public  buildings) ,  the  Government  of  Japan 

(GOJ)  is  now  directing  its  assistance  toward  programs 

in  the  social  sectors,  including  health,  education  and 

the  environment,  technical  cooperation,  disaster 

assistance  and  food  aid.   The  GOJ  is  also  exploring 

possible  support  for  democracy  and  governance 

activities  in  the  near  future.   Japanese  assistance  is 

provided  through  grants,  yen-denominated  government 

loans,  direct  support  for  technical  cooperation, 

emergency  disaster  assistance  and  food  commodities. 

While  Japan  relied  on  tied  aid  as  an  integral  component 

of  its  assistance  in  the  1970s,  the  proportion  of 

Japanese  assistance  which  remains  tied  has  dropped 

dramatically  over  the  past  20  years.   For  example,  in 

1972,  only  28.3%  of  Japan's  assistance  was  not  tied  in 

some  manner  to  Japanese  procurement.   By  1991  the 

proportion  of  totally  untied  Japanese  assistance  had 

risen  to  83.3%. 
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JAPANESE  FOREIGN  ASSISTANCE 

Mr.  Bereuter:   In  1993,  H. Con. Res,  179  sought  to  encourage  the 

Japanese  to  buy  the  much  cheaper  U.S.  agricultural 
products  for  use  in  their  humanitarian  assistance 
program.   Has  any  progress  been  made  in  getting 
the  Japanese  to  purchase  U.S.  commodities  for 
their  food  aid  programs? 

Answer:    Japan's  food  aid  consists  of  direct  commodity 

assistance  and  contributions  to  the  World  Food  Program 

(WFP) .   There  have  been  significant  increases  in  GOJ 

procurement  of  U.S.  agricultural  products  since 

H. Con. Res.  179  was  passed  in  1993.   The  proportion  of 

GOJ  expenditures  for  direct  agricultural  commodity 

procurement  spent  on  U.S.  products  was  25.3%  in  FY 

1992.   This  increased  to  49.7%  in  FY  1993  and  remained 

at  38.3%  in  FY  1994.   The  Government  of  Japan  (GOJ) 

does  not  procure  the  agricultural  commodities  purchased 

under  its  WFP  contribution;  rather  this  procurement  is 

undertaken  by  WFP.   The  proportion  of  total  off-shore 

GOJ  expenditures  for  agricultural  commodities, 

including  both  those  purchased  directly  from  the  U.S. 

by  the  GOJ  and  WFP  purchases  (which  include  U.S. 

commodities)  was  47.0%  in  FY  1992.   This  increased  to 

63.6%  of  all  GOJ  food  aid  in  FY  1993  and  remained  at 

55.4%  in  FY  1994. 
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JAPANESE  FOREIGN  ASSISTANCE 

Mr.  Bereuter:   American  and  Japanese  aid  personnel  meet  annually 
at  the  East  West  Center.   What  has  been  the  result 
of  these  meetings? 

Answer:    The  Clinton  Administration  began  framework  talks  with 

Japan  in  1993  to  discuss  wide-ranging  economic  issues 

between  the  U.S.  and  Japan,  including  cooperation  to 

address  issues  with  global  importance.   Our  two 

countries  have  agreed  to  exert  active  leadership  in 

working  out  solutions  to  problems  which  cannot  be 

resolved  by  a  single  country  and  require  concerted 

efforts  organized  on  a  global  scale,  such  as 

environmental  protection  and  conservation,  easing  the 

global  population  growth  crisis,  reducing  the  spread  of 

HIV/ AIDS,  reducing  drug  abuse  and  human  resource 

development.   For  example,  in  the  environmental  sector 

we  have  established  working  groups  which  are  developing 

concrete  approaches  for  forestry  preservation  in 

developing  countries,  preserving  coral  reefs  of  island 

countries,  and  addressing  pressing  environmental 

problems  in  Central  and  Eastern  Europe.   Specific 

countries  have  been  targeted  for  population  and 

HIV/ AIDS  programs.   In  these  targeted  countries,  both 

the  GOJ  and  USAID  are  developing  assistance  programs 

which  collaboratively  address  the  relevant  problem  in 

that  country;  in  addition,  GOJ-USAID  coordination 

mechanisms  have  been  established  at  the  country  level 

to  assure  complementarity  of  actions.   On  a  world-wide 
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level,  the  U.S.  and  Japan  are  now  working  closely  to 
establish  leadership  and  advocacy  to  address  global 
problems.   Our  governments  worked  closely  to  assure 
that  the  tenth  International  Conference  on  AIDS  held  in 
Japan  last  year  was  a  success.   We  also  collaborated  on 
the  agenda  and  implementation  of  the  International 
Conference  on  Population  and  Development  held  last  year 
in  Egypt.   In  addition  to  promoting  policy  level 
cooperation,  U.S.-GOJ  talks  have  resulted  in  more 
frequent  and  productive  contacts  at  the  technical  level 
between  our  countries  and  better  assistance 
programming. 


/ 
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USE  OF  DA  IN  THE  ASIA  REGIONAL  ACCOUNT 

Question:  Please  spell  out  for  us  the  Asia  Regional  accounts. 

What  is  the  $49  million  in  the  development  assistance 
going  to  be  used  for: 

Answer:    Of  the  $41,734  million  Development  Assistance  requested 

in  the  FY  1996  Congressional  Presentation  for  all  Asia 

and  Near  East  regional  activities,  $30,321  million  is 

for  regional  activities  in  Asia.   The  activities 

proposed  for  funding  are  as  follows: 

-  US-Asia  Environmental  Partnership  $19,500,000 

-  Project  Development  and  Support  4,696,000 

-  AIDS  4,110,000 

-  Democracy  260,000 

-  ASEAN  1,755,000 
Total  $30,321,000 

The  US-AEP  (United  States-Asia  Environmental 
Program)  is  an  interagency  initiative,  sponsored 
by  USAID,  which  promotes  U.S.  environmental 
technologies,  experience  and  practices  in  Asia  by 
engaging  the  strength  of  the  U.S.  Government, 
along  with  the  private  sector,  the  academic, 
professional  and  technological  communities. 

The  Project  Development  and  Support  (PD&S)  project 
will  fund  program  development,  operational 
research,  strategy  and  other  special  studies. 


AIDS  (Acquired  Immune  Deficiency  Syndrome) 
assistance  will  address  the  escalating  HIV/AIDS 
problem  in  the  region  by  supporting  prevention 
activities  that  limit  cross-border  HIV 
transmission;  address  regional  AIDS  issues; 
initiate  innovative  pilot  activities  for  possible 
replication  throughout  the  region;  provide  start 
up  funding  for  Missions  without  bilateral  HIV/AIDS 
programs;  and  support  specific  regional  training, 
policy  and  research  efforts. 

Democracy  assistance  will  support  regional  efforts 
promoting  the  development  of  democracy  and 
governance. 

Funding  for  ASEAN  -  the  Association  of  Southeast 
Asian  Nations  -  will  be  used  to  support  U.S. 
efforts  to  promote  regional  solutions  for 
pollution  prevention  in  meeting  the  pressing 
environmental  problems  arising  from  rapid  economic 
growth  in  the  ASEAN  countries  of  Brunei, 
Indonesia,  Malaysia,  Philippines,  Singapore  and 
Thailand.   This  activity  promotes  waste 
minimization,  clean  technologies  and  best 
environmental  management  practices  through  the 
application  of  U.S.  technologies,  practices  and 
experiences . 
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CHINA  ESF 


Mr.  Bereuter:   We  understand  from  staff  that  $5  million  of  the  $8 
million  in  the  Asia  Regional  ESF  budget  is  for 
democratization  in  China.   Why  not  give  us  a 
little  truth  in  packaging  and  separate  the  China 
money  into  a  single  account? 


The  amount  planned  for  China  in  FY  1996  will  be 
spent  on  augmenting  the  ongoing  work  of  U.S. 
private  voluntary  organizations  that  work  on  human 
rights  in  China.   In  announcing  his  decision  to 
confer  Most  Favored  Nation  status  on  China, 
President  Clinton  promised  to  increase  support  for 
NGOs  working  on  human  rights  in  China.   This 
increased  support  is  one  part  of  the 
Administration's  long-term  policy  of  engaging 
China  on  human  rights. 


Given  the  limited  scope  and  funding,  this  activity 
is  included  in  the  Asia  Regional  ESF  Account. 
This  account  is  set  aside  primarily  for  democracy 
and  human  rights  promotion  in  Asia.   We  have  no 
other  activities  planned  for  China. 
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Question:  We  have  serious  human  rights  problems  with  the 

SLORC  government  in  Rangoon,  has  the  United  States 
explored  any  regional  or  multilateral  efforts  to 
contain  Burmese  narcotics? 


Answer:    The  United  States  has  explored  and  strongly 

supports  multilateral  efforts  through  the  United 
Nations  International  Drug  Control  Program  (UNDCP) 
to  contain  the  narcotics  problem  in  Burma.   UNDCP 
projects  in  Burma  include  both  Thailand-Burma  and 
China-Burma  subregional  projects  to  promote  supply 
reduction  and  enhance  enforcement  efforts.   The 
U.S.  has  designated  funds  for  use  in  these 
.subregional  projects  in  Burma  and  the  U.S.  lias 
encouraged  other  countries  to  join  in  support  of 
UNDCP  efforts  in  Burma.   Because  of  human  rights 
concerns  we  have  .specified  that  U.S.  funds 
designated  for  UNDCP  programs  should  not  be  used 
for  law  enforcement  projects  in  Burma. 
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Question:  Does  the  United  States  consider  the  SLORC  to  be 

credible  when  it  claims  to  be  fighting  the  growing 
of  opium  and  the  opium  trade? 

Answer:    It  is  difficult  to  assess  the  general  claims  of  the 
SLORC  regarding  their  commitment  to  fighting  the 
opium  trade  and  combatting  opium  cultivation.   In 
some  individual  efforts  they  seem  to  show  such  a 
commitment  and  in  others  it  seems  to  be  lacking. 
Overall,  we  believe  Burma's  counternarcotics 
efforts  have  been  insufficient.   This  judgment  is 
reflected  in  the  Presidential  decision  to  deny 
certification  to  Burma  this  year  for  failure  to 
cooperate  fully  with  the  United  States,  or  take 
adequate  steps  on  its  own,  to  achieve  full 
compliance  with  international  drug  control 
objectives . 

The  Burmese  Army  has  undertaken  limited  eradication 
efforts  in  areas  under  its  control,  but  opium 
cultivation  in  Burma  takes  place  largely  in  areas 
outside  SLORC  control.   The  SLORC  has  had  an 
inconsistent  policy  toward  opium  cultivation  and 
opium  or  heroin  trafficking  in  areas  outside 
Rangoon  control.   They  have  taken  a  hard  line  with 
regard  to  Khun  Sa  and  his  Shan  United  Army  (SUA) . 
The  Burmese  Army  (BA)  is  engaged  in  active 
hostilities  with  the  SUA.   BA  offensives  against 
the  SUA  in  1994  and  1995  have  disrupted  the  opium 
trading  and  heroin  refining  activities  of  Khun  Sa . 
Since  the  drug  trade  is  a  principal  source  of 
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revenue  for  Khun  Sa  and  the  SUA  it  is  in  Rangoon's 
interest  to  damage  this  trade  and  deprive  Khun  Sa 
of  funds. 

Other  armed  groups  involved  in  drug  trafficking 
such  as  the  Kokang  and  the  United  Wa  State  Army 
have  entered  into  agreements  with  Rangoon  ending 
hostilities.   The  Wa  and  the  Kokang  maintain  their 
own  troops,  control  access  to  their  base  areas,  and 
continue  to  grow  opium  poppy  and  traffic  opium  and 
heroin.   Rangoon  has  a  nominal  commitment  from 
these  groups  to  end  opium  cultivation  by  the  year 
2000,  but  there  is  little  evidence  that  either 
group  is  taking  action  to  achieve  this  goal.   The 
ambivalence  of  the  SLORC  toward  drug  control  is 
shown  in  the  difference  between  its  hard  line 
response  to  drug  trafficking  and  opium  cultivation 
by  Khun  Sa  and  its  accommodating  approach  to  the 
continuing  illicit  drug  activities  of  the  Wa  and 
the  Kokang.   The  drug  problem  in  Burma  is  so 
massive  and  the  response  of  the  Rangoon  government 
to  date  has  been  so  modest  that  the  fundamental 
commitment  of  the  SLORC  to  drug  control  is  open  to 
question . 
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Question:  Is  the  United  States  working  with  the  United 

Nations  Drug  Control  Program  (UNDCP)  to  respond  to 
Burmese  heroin? 


Answer:    The  United  States  is  supporting  UNDCP  efforts  in 
Burma  through  specified  contributions.   Most 
recently  $1,660,000  of  FY  91  money  and  $1.1  million 
of  FY  93  money  from  the  counternarcotics  budget  of 
the  State  Department  Bureau  of  International 
Narcotics  and  Law  Enforcement  Affairs  were 
designated  for  use  in  Burma.   We  are  also 
considering  programming  1994  funds  for  UNDCP 
projects  in  Burma.   Money  has  gone  for  supply 
reduction/alternative  rural  development  projects  in 
the  Tachilek  and  Silu/Mong  Yang  areas  of  the  Shan 
State  of  Burma.   As  of  July  1994  UNDCP  had 
committed  a  total  of  $9.5  million  out  of  a 
projected  $12.2  million  for  sub-regional  projects 
in  Burma.   The  initial  UNDCP  projects  are  nearing 
completion.   We  continue  to  support  expansion  of 
UNDCP  activity  in  Burma  and  have  encouraged  UNDCP 
to  propose  additional  projects.   Personnel  at  our 
embassy  in  Rangoon  keep  in  close  touch  with  UNDCP 
staff  and  have  a  valuable  role  in  assessing  ongoing 
efforts  and  proposing  new  directions  for 
multilateral  projects. 
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US-ASIA  ENVIRONMENTAL  PARTNERSHIP 
FY  1995  AND  FY  1996  BUDGET 

Question:  The  U.S. -Asia  Environmental  Partnership,  funded  by 

USAID,  has  spent  more  than  $58  million  in  the  last  two 
years: 

—  How  much  will  the  group  be  spending  in  FY95  and 
what  is  its  budget  request  for  FY96? 

Answer:    From  its  inception  in  1992  through  the  end  of  FY  1994, 

US-AEP: 

Obligated  $47,825  million 

Expended  $28,700  million 

of  its  $100  million  authorization. 


In  Fiscal  Year  1995,  US-AEP  is  expected  to  expend  an 
additional  $20  million. 

The  U.S.-AEP  budget  request  for  FY  1996  is  $19.5 
million. 
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PURPOSE  OF  US-ASIA  ENVIRONMENTAL  PARTNERSHIP 

Question:  Is  this  organization's  mission  foreign  assistance  or 
commercial  promotion,  or  both? 

Answer:    The  United  States-Asia  Environmental  Partnership 

focuses  on  improving  environmental  conditions  in  the 
Asia/Pacific  region.   In  doing  that,  it  has  had  an 
impact  on  environmental  quality  in  the  Asia  region,  but 
also  for  United  States  economic  interests.   The 
Partnership  operates  in  a  variety  of  different  ways: 
by  promoting  professional  and  organizational 
development,  by  supporting  innovative  approaches  to 
stem  the  loss  of  biodiversity,  by  expanding  the 
opportunities  for  environmental  infrastructure,  and  by 
promoting  environmental  tehcnology  transfer.   Each  of 
these  areas,  or  components,  are  based  on  professional 
and  institutional  partnership.   In  the  cases  of 
environmental  infrastructure  and  technology  transfer, 
the  partnership  opportunities  arising  from  the  project 
can  result  in  sales,  joint  ventures,  and  licensing 
agreements  which  create  exports  and  stimulate  the 
I         creation  of  jobs  in  the  United  States. 
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US-ASIA  ENVIRONMENTAL  PARTNERSHIP  COMMERCIAL  CONTRACTS 

Question:  What  is  the  total  value  of  commercial  contracts  garnered 
by  this  program? 

Answer:  Individual  American  business  firms  and  intermediary 
organizations  (e.g.  trade  associations,  State  Development 
Agencies,  etc.)  report  to  US-AEP  that,  through  December 
31,  1994,  US-AEP  had  played  a  vital  role  in  the 
acquisition  of  nearly  $417  million  in  business  for  US 
firms  through  sales,  contracts,  joint  ventures  and 
licenses. 

In  addition,  partnership  investments  (i.e.  cash  and  in- 
kind  resources  from  other  US  and  Asian  business, 
government  and  non-governmental  organizations)  made  to 
program  activities,  as  a  counterpart  to  US-AEP  funds, 
amounted  to  nearly  $132  million  from  program  inception  to 
December  31,  1994. 

IMPACT  OF  RESCISSIONS  ON  ASSISTANCE  EFFORTS  IN  ASIA 

Mr.  Bereuter:  The  House  Appropriations  Committee  has  voted  to 
rescind  $436  million  in  150  foreign  policy 
accounts.  What  impact  would  these  rescissions  have 
on  U.S.  assistance  efforts  in  Asia? 

Answer:    Without  having  more  detailed  information  on  the  amount  of 

rescission  that  will  be  applied  to  Asian  countries,  it  is 

premature  to  venture  a  guess  on  the  impact.   Once  a 

rescission  amount  is  established  at  the  regional  level, 

a  detailed  analysis  can  be  done  to  determine  where  the 

funds  will  come  from  and  the  impact  it  will  have  on  the 

overall  U.S.  assistance  efforts  in  Asia. 
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BANGLADESH  PL  480  DEBT 

Question:  Has  Bangladesh  received  any  debt  forgiveness  or  payment 
in  local  currency?   Are  there  any  thoughts  of 
broadening  or  building  upon  this  debt  forgiveness 
effort? 

Answer:    Bangladesh  received  forgiveness  of  $292  million  of 
USAID  development  assistance  loans  in  1991,  but 
Bangladesh  owes  the  Commodity  Credit  Corporation  of 
USDA  around  $729  million  of  food  debt  incurred  under 
pre-1991,  PL-480  Title  I  and  Title  III  programs. 

Until  1980,  Bangladesh  made  U.S.  dollar  payments  on  its 
food  aid  loans.  The  1977  and  1979  food  aid  legislation 
permitted  Bangladesh  to  convert  food  aid  loans  from  the 
period  1978  to  1990  to  grants  through  the  "Currency  Use 
Offset"  (CUO)  program,  thereby  reducing  Bangladesh's 
food  aid  debt  to  the  United  States. 

Furthermore  the  CUO  program  allowed  Bangladesh  to 
substitute  expenditures  on  local  development  projects 
for  dollar  payments  to  the  United  States  for  food  aid 
loans  not  covered  by  the  1977  and  1979  legislation. 
This  enabled  Bangladesh  to  delay  making  dollar  payments 
to  the  Commodity  Credit  Corporation  of  USDA  from  1980 
to  1995. 

The  1990  amendments  to  PL  480  created  a  grant  Title  III 
food  aid  program,  thereby  ending  the  CUO  provisions  of 
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the  earlier  legislation.   The  grant  program  prevents 
Bangladesh  from  generating  "new  CUO" .   Now  CUO  is 
running  out. 

Beginning  in  1995,  Bangladesh  will  have  to  resume  U.S. 
dollar  payments  to  the  Commodity  Credit  Corporation  on 
its  food  aid  loans  not  covered  by  the  1977  or  1979 
legislation.   Additionally,  Bangladesh  must  begin  in 
the  year  2  000  to  include  the  payments  which  were 
suspended  between  1980  and  1995.   The  total  estimated 
amount  of  Bangladesh's  food  aid  debt  is  $729  million 
over  the  next  27  years.  Payments  for  1995  and  1996  are 
estimated  at  $9  million  and  $27  million  respectively. 
The  first  installment  of  $3.3  million  for  1995  has 
already  been  paid. 

The  clear  intent  of  the  1990  Food  for  Peace  Act  was  to 
help  poor  countries  by  changing  Title  III  from  a  loan 
to  a  grant  program.   Similar  food  debts  owed  by  many 
less-developed  countries  were  forgiven  by  the  1990  Farm 
Bill.   Bangladesh  was  not  included. 

Bangladesh  is  still  among  the  poorest  of  countries  in 
the  world,  with  a  per  capita  income  of  only  $220. 
Therefore,  Congress  and  the  Administration  need  to 
consider  whether  our  long-term  interests  in  the 
economic  development  of  Bangladesh  are  best  served  by 
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Bangladesh  repaying  its  food  aid  loans  in  U.S. 
dollars. 

Section  411  of  PL  480  provides  for  debt  reduction,  but 
this  would  require  an  offsetting  one-for-one  reduction 
in  the  other  appropriations  in  the  150  account.   This 
is  viewed  as  not  feasible  in  the  current  tight  budget 
situation. 

State,  USAID,  and  USDA  officers  are  examining  the 
possibilities  for  alleviating  Bangladesh's  food  debt 
burden.   Options  include:   seeking  continuation  of  the 
current  PL  480  debt  forgiveness  authority  or  debt 
forgiveness  legislation  specifically  for  Bangladesh. 
The  Administration  has  not  yet  decided  how  to  proceed 
on  this  matter,  but  we  will  consult  with  Congress  once 
we  do. 
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CAMBODIA  ESF 


Mr.  Bereuter:   The  Cambodia  ESF  request  of  nearly  $40  million 

quadruples  the  1995  budget.   While  we  all  commend 
Cambodia  for  its  movement  toward  democracy,  the 
request  raises  several  questions:   How  can  the 
infrastructure  there  handle  a  four-fold  increase 
in  one  year?   Is  all  the  money  for  projects  or  is 
some  for  budgetary  support? 


Answer : 


While  on  the  surface  it  appears  that  the  proposed 
assistance  budget  for  Cambodia  is  increasing 
dramatically  for  FY  1996,  in  fact  the  ESF  increase 
represents  a  change  in  the  mix  of  funds  for 
Cambodia  and  not  an  overall  increase  in  funding. 
Since  1992,  overall  USAID  assistance  to  Cambodia 
has  been  in  the  range  of  $25  million  to  $60 
million  per  year  (although  the  proportion  of 
funding  from  the  ESF  account  has  varied 
considerably) . 
FY         USAID  TOTAL  %  ESF 

1992  $25.2  million  11.9% 

1993  $60.0  million  61.7% 

1994  $29.9  million  54.5% 

1995  $37  million  (approx.)  47.0%  (approx.) 

1996  $39.5  million  (request)  100.0% 


The  Administration  decided  that  the  program  for 
Cambodia,  as  a  country  in  transition,  should  be 
completely  ESF  funded.   The  decision  to  support 
activities  entirely  from  ESF  reflects  the  fact  that 
Cambodia  is  not  a  traditional  sustainable  development 
program . 

All  of  the  money  for  Cambodia  will  go  to  projects 
implemented  by  private  voluntary  organizations  or 
through  direct  contracts  administered  by  USAID.   No 
budget  support  is  provided  to  the  Cambodian  government. 
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INDIAN  BUREAUCRACY  AND  USAID 

Question:  In  recent  years,  India  (and  Bangladesh)  have  had 
serious  problems  of  under-utilization  of  foreign 
assistance,  usually  the  result  of  in-country 
bureaucratic  inefficency  in  moving  aid  funds  from 
central  governments  to  state  or  local  governments  that 
actually  use  the  aid. 

—  To  what  extent  have  USAID  funds  in  India  been  tied 
up  by  the  Indian  bureaucracy?   Has  India  taken  any 
steps  to  address  this  problem? 

Answer:    On  occasion  there  have  been  difficulties  in  working 

with  the  Indian  bureaucracy  to  obligate  funds,  but 

these  have  been  resolved.   Initially,  there  was 

Government  of  India  resistance  to  obligating  funds  for 

the  population  project  and  disbursing  funds  for  the 

AIDS  project  because  these  funds  go  to  NGOs.   That 

resistance  has  abated,  and  the  expenditure  rate  for  our 

program,  especially  in  population,  began  accelerating 

in  FY  1994  and  is  expected  to  accelerate  even  more  in 

FY  1995.   By  the  end  of  FY  1995  we  expect  to  have  a 

pipeline  averaging  two  years  of  expenditures. 

When  we  have  had  specific  problems  with  the  Indian 
Government  about  policies  which  were  holding  up 
disbursements,  we  have  deobligated  funds. 
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PHILIPPINES  MAI 

Mr.  Bereuter:   For  years  the  United  States  poured  hundreds  of 

millions  into  the  Philippines  via  the  Multilateral 
Assistance  Initiative  (MAI) .   What  did  the  United 
States  get  for  this  expenditure?  What  has  been 
the  most  significant  accomplishment  of  the  MAI? 
Would  you  term  the  MAI  a  success? 

Answer:   The  MAI,  thanks  to  extraordinary  coordination  between 
the  Government  of  the  Philippines  and  donors,  served  its  purpose 
extremely  well  and  significant  progress  has  been  made  on  all 
fronts.   USAID  considers  the  MAI  to  have  been  a  success. 

The  MAI  laid  the  policy  groundwork  for  President  Ramos' 
enlightened  "Philippines  2000"  proposal  that  has  shifted  Filipino 
economic  policy  away  from  support  for  special -interests  and 
toward  moving  the  Philippines  into  the  global  free  market.   The 
result  is  sound  economic  growth  in  the  Philippines  and  new 
opportunities  for  U.S.  trade  and  investment. 

As  a  result  of  MAI -related  assistance,  the  government  has 
initiated  several  significant  economic  reforms  including: 

•  adoption  of  a  market -determined  exchange  rate  system: 

•  liberalization  of  foreign  exchange  flows  and  creation 
of  an  independent  monetary  authority; 

•  liberalization  of  the  law  governing  foreign  investment; 
and 

•  liberalization  of  access  by  foreign  banks,  which  allows 
entry  of  up  to  10  new  foreign  banks  on  a  branch  basis. 

Other  notable  achievements  of  the  MAI  are  a  Local  Government 

Code  to  give  greater  authority,  responsibility  and  resources  to 

local  governments;  a  nation-wide  Population  and  Family  Planning 
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Program  which  will  exert  an  especially  beneficial  impact  on  poor 
families;  and  the  Government  of  the  Philippines'  rapid 
acknowledgement  that  the  HIV/AIDS  epidemic  in  Asia  has 
established  a  beachhead  in  the  Philippines.   In  addition,  through 
MAI  cooperation,  electrical  power  generation  has  been  restored  to 
the  point  that  enterprises  are  starting  to  resume  normal  levels 
of  production.   Restoring  power  was  accomplished  by  the 
Government  of  the  Philippines'  use  of  private  capital  and 
management  expertise  (under  pressure  from  donors)  in  one  of  the 
most  liberal  and  innovative  build- operate -transfer  regimes  in  the 
world.   Finally,  as  a  result  of  infrastructure  investments 
financed  through  the  MAI,  Mindanao  is  becoming  a  growth  area. 
Through  continued  investment  and  policy  changes,  USAID  hopes  to 
help  create  50,000  new  jobs  a  year  in  Mindanao  after  1997  (an 
estimated  total  of  200,000  new  jobs  by  the  year  2000). 

However,  the  essential  challenges  continue  and  the  MAI,  with 
its  proven  track  record,  continues  to  be  an  extremely  useful 
mechanism  for  donor  coordination  and  supporting  the  Government  of 
the  Philippines  in  its  efforts  to  liberalize  the  economy  and 
further  expand  democracy. 
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U.S.  Aid  Helps  Turn  the  Killing  Fields 


■  Cambodia:  Improved  living 
standards  will  blunt  the  most 
powerful  weapon  of  the  Khmer 
Rouge— poverty. 

ByKASSIENEOU 

PHNOM  PENH,  Cambodia— The  United ' 
States  baa  done  aometblng  rigbt.  Some- 
tbing  Important  and  wonderfuL 

Tbis  thougbt  struck  me  one  black,  cold 
nlgbt  more  tban  two  yean  ago  as  I  la; 
miable  to  sleep  under  tbe  tempctary 
cocoout-leai  sbelter  tbal  1  and  two  aides 
•  had  erected  In  a  secret  area  near  a 
war-tom  rural  village  in  tbe  Tbmar  Piuk 
district  of  Cambodia.  I  needed  to  find  out 
tor  myaeU  what  was  happening  in  tbis  area 
near  the  Hut  bonier,  where  tbe  dvfl  war 
between  government  troops  and  the 
Khmer  Rouge  was  often  fiercest 

Tbmar  Puok  was  one  of  tbe  areas  along 
the  border  to  which  D.S.  Agency  for 
Intematloiul  Development  money  was 
channeled  tfait>ugh  local  non-goremmen- 
tal  agencies  from  1989  to  1993  for  rural 
development  projects,  such  as  de-mlning 
abandoned  roads  and  rice  fields,  providing 
vaednatioDS  to  children  and  preventive 
care  to  villagers  who  had  been  without 
medical  care  for  20  years,  providing  care  to 
{arm  «"''"'«.  promoting  access  to  school 
and  vocational  training  for  wx>men  and 
girls,  building  tertiary  roads  HnHng  re- 
mote vUlagea  and  drilling  wells  to  provide 
dean.  potaUe  water  to  villagers  for  the 
first  time  in  their  Uves. 

Hoping  to  learn  the  Impact  of  tbis  aid 
from  those  most  truly  a&ected,  I  bad  set 
out  to  talk  (undercover)  with  the  villagers 
living  in  an  area  often  under  the  on-and- 


off  Khmer  Rouge  control  What  I  found 
was  that  the  most  powerful  weapon  of  tbe 
Khmer  Rouge— the  insufferable  poverty  of 
rural  people  and  their  belief  that  they  were 
being  Ignored— bad  been  neutralized. 
These  villagers  were  seeing  Improvements 
in  their  subsistence  living  standard,  a 
lessening  of  thdr  suBering  and  an  increase 
in  their  hopes  for  a  better  future. 

The  Dnited  States  had  done  smnethlng 
li^byltstaifusianof  AIDfundtaig  andbi 
eontribiJting  30%  of  the  $2  bUUoD  the 
United  Nations  spent  on  the  peace  process 
leading  to  the  Hay,  1933,  r^mhnrt4.n 
rifctinnii  Part  of  that  sum  went  to  bdp 
educate  and  CDCoorage  Cambodians  an 
fmrislng  their  democratic  lights.  And 
more  than  90%  of  registered  voters — 54% 
of  them  women— cast  ballots,  often  while 
{adng  threats  of  death. 

Tbe  new  1993  Oimhodtan  govemmebt 
established  a  monarchy  with  some  quasi- 
democratic  processes,  stmggUng  to  bicor- 
porate  the  many  battling  disparate  pnlltifal 
elements  and  to  avcdd  slipping  back  Into 
full-fledged  dvil  war.  It  was  and  is  a 
difficult  and  flawed  balancing  act 

Par  centuries,  Cambodians  lived  under 
autocracy.  Democracy  is  still  exotic  snd 
new.  The  imperfect  beglnntaigs  of  democ- 
racy established  bi  Cambodia  are  fragile, 
shaky  and  still  develcping.  Think  of  It  as  an 
infant  that  must  still  be  nurtured,  guided, 
held  by  the  hand  as  It  teams  to  iralk.  so 
weak  and  unknowing  that  it  could  still  fall 
Into  danger,  even  die.  For  this  child  to 
grow  up  and  become  strong  enough  to 
walk  on  its  own  will  take  some  years.  If 
those  who  helped  this  Infant  be  bom 
suddenly  walk  away.  It  could  quickly 
perish. 

Very  soon.  Congress  will  decide  whether 
to  give  more  AID  money  to  Cambodia.  At  a 


time  when  the  United  States  Is  properly 
striving  to  cut  needless  expenses,  a  vote 
supporting  this  aid  is  frtigal  In  tbe  best 
sense.  After  Investing  so  much  to  begin  a 
democratic  process,  to  throw  It  all  away  by 
slanhing  funding  now  would  be  the  purest 
wasteful  otravagance.  If  autocracy,  cor- 
ruptlan  and  war  would  soon  reclaim  Cun- 
bodia.  there  Is  nothing  to  prevent  the 
Khmer  Rouge  from  returning  to  power. 
Aod  in  the  end,  America  could  end  up 
spending  more— for  the  wrong  things. 

In  Asian  philosophy,  there  is  no  shame  In 
doing  something  wrong  that  you  (ttd  not 
know  was  wrong.  That  Is  why  the  Cambo- 
dian Institute  of  Human  Rights  cmphasixes 
cducatkm.  cspedally  for  schoolteachers 
and  government  officials  (Inchiding  police 
and  military)  about  dvic  laws  and  duties. 
We  mint  also  touh  conflict  resohitlon  to 
rejected  village  elders,  where  educatlcn 
about  democracy  Is  most  important  of  alL 
But  it  will  take  time  before  a  democratie 
culture  can  be  cultivated  into  the  very 
flesh  and  blood  of  the  Cambodian  people. 

Tbe  United  States  has  done  something 
right  Something  wonderful  snd  ImportanL 
Dont  waste  the  mmey  already  spent  dont 
waste  the  foundation  for  progress  already 
created,  by  thinking  "case  dosed"  in 
Cambodia.  Tbe  success  of  the  struggle 
for  democratic  change  In  Cambodia  holds 
the  potential  of  brining  greater  democra- 
cy throughout  Southeast  Asia  and  Asia 
itself. 

KoMtie  Neou,  a  native  Osmbedkm,  taufht 
BngHA  in  Pknam  Penh  until  the  197S 
Khjner  Route  takeover,  ahen  he  wot  ttrrett- 
ed  and  tortured,- he  eventuoByetcaped  to  the 
United  Statet.  Be  became  executive  dlreetor 
ol  the  Cambodian  ImtitulealBumm  Right* 
inPhm>mPtnhinl992. 
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